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Financial Highlights
1988 1989
(n thousands of dollars)

I. EARNINGS

¢ Net Income . $42,015 $45,005
II. RESOURCES

* Assets ' : $3,614,416 $4,022,772

¢ Loans ' : 2,769,017 2,981,465

* Deposits 3,078,797 3,550,851

¢ Shareholders' Equity 193,702 = 225,365

¢ Loan Reserve 29,113 = 31,683
III. PERFORMANCE o

e Return on Average Assets 1.25% 1.20%

* Return on Average Equity = 23.64% 21.48%
IV. SHAREHOLDER PERSPECTIVE

* Net Income Per Share $4.05 $432 7

* Dividends Declared 1.21 .1.35 | 1%

* Book Value Per Share - 18.61 21.56 |-
V. BANK'S OPERATING FRANCHISE

. * Number of Counties Served 12 12
* Number of Bank Branches 105 111
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Robert M. Kossick
President and Chief Executivi
Officer :

7! o
Fairleigh S. Dickinson, Jr.
~ Chairman of the Board

I. Introduction

We are pleased to report that 1989 was another successful
year for your Bank with record highs established for both
earnings and total asset size or Bank “footings.” While
1989 was a difficult year for the banking industry, we are
gratified that NCB’s earnings increased 7% on a year-to-
year basis to $45 million and the bank gained 11% in total
assets to $4.023 billion, the first time that the $4 billion
plateau has been reached. Also, loans increased 8% to
$2.981 billion, deposits gained a strong 15% to $3.551
billion, and NCB remained at the highest levels of bank
performance with a Return-on-Assets (ROA) of 1.20% and
Return-on-Equity (ROE) of 21.48%.

In addition, we emphasize the soundness of your Bank as
evidenced by certain key indicators and the composition of
the Balance Sheet. Specifically, NCB'’s net-loan-losses
remain at very low levels as compared with the banking
industry and our level of capital exceeds all regulatory

. requirements. Importantly, the Bank’s capital consists

entirely of primary capital. We have no “good-will” or
intangible capital obtained as a result of mergers or acqui-
sitions, and NCB has no subordinated debt serving as
capital. NCB has grown its capital through retention of
earnings. These aspects of your Bank’s capital are fairly
unique in today’s banking industry.

‘Over the past years, we achieved the twin objectives of (1) -
substantially enhancing the Bank’s geographical and com-
petitive positioning by adding new strategic branch loca-

J
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tions and (2) improving our
profitability via controlled
growth in our total bank
footings. NCB grew in assets
by an average of 27% per year
: | from 1984-1989, and, thus, the
- | Bank more-than-doubled in

. | this period. As a result of the
carefully planned and exe-
cuted new branching or “De-
Novo” expansion program
started over five years ago and
explained in past reports, NCB
grew from & $1.7 billion, 68
branch bank at the end of
1984 to a $4 billion, 111

+ | branch bank at the end of

i | 1989. We were the 191st larg-
est bank of the nation’s more-
than 15,000 banks at the end
of 1984 and the 115th largest
as of June 30, 1989 - a gain of
76 positions.

w

In the remainder of this An-
niual Report to Shareholders,
management examines the
Bank from the viewpoint of its
two primary objectives: (1)
maintaining a strong, highly
profitable bank which allows
shareholders to optimize their
return-on-investment; and, (2)
building one of the nation’s
“best banks.” -

II. Shareholders’ Viewpoint

s s e o weray e = e =

From the perspective of NCB
shareholders and manage-
ment, 1989 will be primarily
remembered as a perplexing
and disappointing year in that
the Bank’s operating results
were not reflected in the price

e e

of its stock which trended

downward over the course of
the year. Specifically, NCB's
offered price was $35.00 in
January, 1989 and $32.00 at -
year-end. In retrospect, it
seems that in this unusual
year the price-per-share of
NCB and most bank stocks:
were adversely affected by a

‘combination of the following

negative factors: (1) a poor
stock market ¢reated by persis-
tent rumors and fears regard-
ing weak corporate earnings,
possible recession, and increas-
ing inflation; and (2) anxiety
relative to the banking
industry’s exposure to problem
loans, and specific concerns re-

. garding the real estate loan

portfolios of banks in the
northeast and certain other
sectors of the country. It
should be noted that there
seems to be a tendency on the
part of the media to equate
New Jersey’s real estate condi-
tions with the problem situ-
ations encountered in New
England and Texas. We, on the
other hand, do not believe that
New Jersey’s real estate pic-
ture is comparable to the
somewhat depressed condi-
tions existing in other parts of
the country due to the wider
diversity of New Jersey’s eco-

nomic base. Thus, “quick con-

clusions” in this regard are
neither fair or accurate. Never-
theless, we emphasize that we
are dissatisfied with the fact
that NCB’s non-performing
loans, consistent with other

... 1989 was
another successful
year for your Bank

with record highs
established for
both earnings and
total asset size
or Bank “footings.”
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New Jersey banks, have in-

creased from the level of one
year ago. While the great
~ majority of these loans are

secured by adequate collateral
and guarantees, we do antici-
pate somewhat increased lev-

els of net loan losses. Over the

next several years, however,
we emphasize strongly that
we fully expect to recover not
only the greater portion of
principal, but also, the inter-
est due because of our well-

'Looking beyond the issue of

NCB’s disappointing stock
price in 1989, we suggest that
shareholders focus on four
vital fundamentals of our

- banking concern. Speciﬁcally,

we recognize that sharehold-
ers’ interests are most accu-
rately and consistently meas-
ured by: (1) the Bank’s growth
rate in book value and earn-
ings-per-share as contrasted
with peers; (2) the Bank’s Re-
turn-on-Assets (ROA) and Re-

— secured position in each of turn-on-Equity (ROE) as com-
Table I: the aforementioned loans. . pared with competitors; (3) the -
NCB Performance Record Bank’s dividend payment rec-
, B ord; and (4) the Bank's asset
Book Eamings  Dividends quality record as measured by
Value Per Share Paid ROA ROE its loan charge-offs net of re-
1989 $2156  $4.32 $138  120%  2148% goverles as compared with peer
1988 $1861 $4.05 $1.14  125%  2364% banking institutions. We espe-
1987 . $15.76 $3.34 $.87 1.24% 22.75% cially ask shareholders to
1986 $13.38 $2.66 $.76 1.22% -21.50% focus on NCB's excellent
1985 $11.45 $2.16 $.71 1.22% 20.39% growth in book value and
: earnings-per-share results
since these two measures most
accurately assess the Bank’s
ability to convert operating
' performance into shareholder
m . value. In order to accurately
NCB's Performance Compared With portray the substance of this
Primary New Jersey Competitors important information, Tables - -
E— I and II are provided on this
| 1985-1989 page. The five year average
I New Jersey data for 1985-1989 shown in
| PoerBanking | Tghle I for New Jersey peer
- - | NGB Insttullons | poniing institutions consists
* 5 year Average Annual Growth in Book Value A | 2% 15% of five of the largest banks in
+ 5 Year Average Annual Growthin EPS 1 32% 11% the state.
- +5Year Average Annual ROA - 1.23% 108%
- +5Year Average Annual ROE -, 21.95% 16.7%% - | . '
.5 vearAve'rage Annual Growth in Dividends I 239 18% From this vital data, please
*5 Year Average Net Charge-Offs As a percent of Total Loans | .09% 30% note from Table I that earn-
- A ' ings-per-share doubled over the

past five years, while dividends
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paid almost doubled in this
same period. We emphasize,
also, from Table II that the
true value of your investment,
as measured by the growth
rate in book value and earn-
ings-per-share, has been in-
creagsing at a much faster rate
than that of in-state competi-
tors. Recognize that only a
handful of banks in the coun-
try would be able to match
these performance statistics.

Understand, also, that book
value and earnings-per-share
most commonly determine the
market share price in a nor-
mal stock market environ-
ment.

III. Management Perspective

The decade of the 80’s pre-
sented challenges for banks in
the form of product deregula-
tion, interstate banking, and -
stiffer competition from local
banks and other financial
entities. Despite this highly
competitive banking environ-
ment, NCB expanded and
thrived as a result of the dedi-
cation and quality of a highly
motivated staff and a sincere,
long-term commitment to a
“Community Banking Philoso-
phy.” Clearly, having the right
people and philosophy have
been at the roots of our suc-
cess for the past 94 years.

As we look to extending this
winning approach to the
1990’s, we carefully consider

many strategic economic and

philosophical issues. After
thorough examination of these

issues, management charts its

. future course through implem-

entation of a comprehensive
Strategic Operating Plan
which sets forth our concepts,
goals, and objectives for the
years ahead: Throughout the
remainder of this message and
the enclosed Form 10-K Finan-
cial Report, we have summa-
rized the more important
elements that are expected to
contribute to our future prof-
itability and growth.

A. A Winning Management
Team

The paramount reason for
your Bank’s success is the

quality, character, and compe-

tence of its people. Put simply,
NCB is comprised of 2,200
dedicated individuals, a strong

~management team, and an

aggressive, marketing-ori-
ented management style. This
marketing orientation clearly
sets your Bank apart from
competitors and is a major
reason for our success. Under
the Bank’s established ap-
proach to entrepreneurial
management, highly motivated
managers operate their group,
zone, division, region, or
department as if it were their
“own business.” Thus, a com-
petitive environment exists
wherein managers develop
business plans and strategies

66

...NCBis
comprised of 2,200
dedicated individuals,
a strong management
team, and an aggressive,
marketing-oriented
management style.
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NCB's ability to
- successfully combine
strong earnings
performance and
exceptional growth is
directly attributed to
our emphasis on
quality-oriented “local”
banking provided by
dedicated, capable
banking professionals.

_”_

which help them become more
aggressive, creative, and per-
formance-oriented. In turn,
compensation is directly corre-
lated with the performance of

. the Bank and the individual.

In order to ensure consistency
with overall goals and objec-
tives, executive management
closely monitors this overall
process. '

Additionally, and most impor-
tantly, your Bank employs a
carefully conceived, strong
management structure which

-ensures that the Bank is well-

positioned to meet future
objectives. By studying past
Annual Reports issued
throughout the 1980’s, one
notes that the NCB senior
management team of 1990
consists essentially of the same
people that were here in 1980.
In short, we are proud of the
fact that NCB has successfully
avoided the disruptive and
widely noted turmoil and
turnover experienced by many
of our New Jersey counter-
parts.

Finally, while many of our
major competitors have tended
to centralize decision-making

at higher and seemingly more

remote levels in their organiza-
tion, NCB adopted the opposite
approach by decentralizing
and downstreaming decision-
making to the grass roots of
our organization - i.e., the
Branches and Regions. Such

decentralization makes it
possible to know clients better,
be more responsive and flex-
ible, and truly offer full-service
private banking to all clients.

B. A STAY-AT-HOME, STAY-
IN-BANKING PHILOSOPHY

NCB'’s ability to successfully
combine strong earnings per-
formance and exceptional
growth is directly attributed to
our emphasis on quality-ori-
ented “local” banking provided

. by dedicated, capable banking

professionals. In this vein, we
have continually advertised
our “Community Banking”
approach consisting of high
visibility and involvement in
the community, responsiveness
and flexibility in our dealings
with clients, and extraordinary
new business development
efforts. By combining this
approach with well-designed
advertising programs that
constantly stress that National
Community Bank is the major
New Jersey bank operating
solely in New Jersey, we have
earned the right to claim we
are “New Jersey’s Bank.” With
this trust, your Bank has es-
tablished an exceptional “inter-
nal” growth record, i.e., strong
growth from within our fran-
chise and without the atten-
dant problems of mergers or

- acquisitions.

Furthermore, your Bank’s per-
formance can be attributed to
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the absolute commitment to:
(1) remain focused on classi-
cal, traditional commercial

banking; (2) maximize the gen-

eration of non-interest income
through fee-based services; (3)

implement systems and proce- -

dures that effectively control
costs while improving service.

Throughout the 1880’s, many

banks eagerly entertained new
non-banking services such as

discount brokerage, insurance,

and joint ventures in real
estate. NCB, however, es-
chewed such endeavors, and,
instead, expanded its banking
menu via the addition of new
products and services de-
signed to meet the diverse

banking needs of New Jersey's I-
‘consumers, businesses, and

other entities. In this regard,
NCB’s International Division,

. well-recognized for competent

service by an increasing roster
of clients involved in import
and export activities through-
out the state, remains an im-
portant source of fee-based
income. In addition, NCB’s
Financial Services Division
expanded its menu of special-
ized services. Consequently,
the Bank’s base of clients and
fee-based income grew sub-
stantially as a result of our

ability to provide Lock-Box,

Group Banking Plans, Corre-
spondent Banking, and highly
sophisticated Cash Manage-
ment services to a wide range
of corporate, financial, and
governmental entities.

C. EXPANDING THE RIGHT
WAY

As mentioned previously, your
management in 1983 decided
to greatly expand NCB's pres-
ence throughout the state by
establishing a de-novo or new
branching program. While our
approach of building new
branches proved contrary to
the methodology of most other
banks who chose to expand via

‘acquisition, we are extremely

pleased with the success of our

program. As you know, we
build branches rather than buy

banks because we felt that: (1)
building avoided costly dilu-
tion for shareholders since
acquisition premiums were ex-
traordinarily high throughout
most of the 1980’s; and (2)
building allowed us to strategi-
cally site our new locations -

- rather than having to assume

the mixture of locations ob-
tained through acquisition of
an existing bank. Since 1983,
forty-nine branches have been
added to our branch system
and, at year-end 1989, these
new branches generated
$1.082 billion or 30% of NCB's

total deposits and $976 million

or 33% of our total loans.

During 1989, attractive new

.full-service branches opened in

Roseland and Verona, Essex
County; Florham Park, Morris

- County; and Kearny and Union

City, Hudson County.

Since 1983,
forty-nine branches
have been added to our
branch system and,
at year-end 1989,
these new branches
generated $1.082 billion
or 30% of the Bank's
total deposits and
$976 million or 33%
of our total loans.
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New offices will open in 1990
in Ramsey, Bergen County;
Rocky Hill (Montgomery
Township), Somerset County; -
Union, Union County; Bay-
onne, Hudson County; and
Newark in the Port Authority’s
Newark Legal and Communi-
cations Center, Essex County.

Looking ahead, the building of
- new branches will slow consid-
erably in the future. Simulta-
neously, the acquisition premi-
ums for certain bank acquisi-
tions have diminished, and,
thus, this alternative avenue of
growth could prove to be far
more attractive and available
to us in the 1990’s than it was
in the 1980’s.

D. PROVIDING FOR CONTIN-

GENCIES

As mentioned previously,
NCB’s ratio of net-loan-losses
to total loans remains better
than peer group banks. How-
ever, given the slower eco-
nomic conditions of 1989-
1990, your Bank believed it

. 'would be prudent to increase

- the Loan Loss Reserve during
the fourth quarter of 1989 to
keep pace with the aforemen-
tioned rise in non-performing
loans. In this regard, the Loan
Loss Reserve was at 1.06% of
total loans outstanding at
year-end, and 1989 earnings
coverage (Pre-Tax Earnings
plus the Loan Loss Provision)

were 19 times actual Net-Loan-

In addition to the reserve for
possible loan losses, the Bank

' provides for other contingen-

cies that might arise with
regard, for example, to taxes,
litigation, retirement programs
and other matters. Thus, we
not only operate the Bank in a
conservative manner, but also
attempt to ensure that our

- accounting policies are equally

conservative.
IV. SUMMARY

Given the geographical posi-
tioning of our 111 branch
network, NCB is well-posi-
tioned in one of the most
densely populated, strongest, .

‘and wealthiest states in the

nation. In addition to a broad
consumer base, New Jersey has
a well-diversified business
structure, i.e., major corpora-

~ tions, middle market comipa-

nies, an abundance of compa-
nies involved in both import
and export activities, and
smaller owner-managed busi-
nesses. Despite the evidence of
some recent slow down in
economic activity in the North-
east, we believe our vibrant
region will continue to provide
excellent opportunities for NCB
in the years ahead.

Over the years, we have en-
Jjoyed numerous opportunities
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to speak with shareholders on
many issues. Because we place
great value on the relationship
between shareholders and
management, we encourage
you to attend the Annual
Meeting of Shareholders, 2:30

" p.m. Tuesday the 24th of April

at the Sheraton Meadowlands,
located off Route 3 in East
Rutherford. Following the

formal business meeting there

will be a social hour with
refreshments. We believe this
provides an ideal setting in
which to meet with members
of your management team.

Your Board of Directors and
Officers appreciate the out-
standing loyalty and support
of our shareholders and
clients. Furthermore we espe-
cially acknowledge the hard
work, dedication, and profes-
sionalism of the entire NCB
staff.

Finally, 1990 will be a chal-
lenging year. We look forward

confidence.

In addition
to a broad consumer
base, New Jersey
has a well-diversifed
business structure ....
....we believe
our vibrant region
will continue to provide
excellent opportunities
for NCB in the
Yyears ahead.

—99—

'Be'st regards,

to this year and beyond with /
enthusiasm, optimism, and < W‘, -’ / / é o, |

Fairleigh S. Dickinson, Jr.
Chairman of the Board

i, sk

Robert M. Kossick
President
Chief Executive Officer




Robert M. Kossick
President and Chief Executive Officer

James Peters . Kenneth J. Holck
Senior Executive Vice President and Senior Executive Vice President and
Chief Operating Officer _ ~ Senior Administrative Officer
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1 . Chairman of the Board

HENR,Y BECTON
Vice Chairman of the Board
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President and Chief E'xecutive Officer

JAMES PETERS '
Senior Executive Vice Pres1dent and Chief Operatmg Officer
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1 . Senior Executive Vice President
: : Senior Administrative Officer
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Executive Vice President, Secretary and Treasurer
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Katharine L. Auchincloss
Ho-Ho-Kus, N.J.

Henry P. Becton

Vice Chairman of the Board
Director Emeritus

Becton, Dickinson & Co.

George S. Callas

President

Allaire Business Development
Corp.

Wall Township, N.J.

Fairleigh S. Dickinson, Jr.
. Chairman of the Board

Alvan B. Fehn
Lakehurst, N.J.

Raymond V. Gilmartin
President and C.E.O.
Becton Dickinson & Co.
Franklin Lakes, N.J.

Frank W, Hamilton, Jr.
Formerly

Chairman of the Board
Baylis Industries

Roselle, N.J.

Theodore F. Holbert
Senior Vice President

Kenneth J. Holck
Senior Executive Vice

. President and

Senior Administrative Officer

. Robert M.Kossick
President and :

Chief Executive Officer

John Jay Mangini
Attorney-at-Law
Marasquan, N.J.

Joseph L. Muscarelle, Jr.
President

Jos. L. Muscarelle, Inc.
Maywood, N.J.

James Peters

Senior Executive Vice
President and N
Chief Operating Officer

Horace C. Ramsperger
Teaneck, N.J.

Lambert A. Rose
Wayne, N.J.

Paul Schmidt
President

Romany Corporation
Hackensack, N.J.
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President and
Chief Executive Ofﬁcer

-Emar, Ltd., Inc.

Llwngston N.J.

John J. Sullivan
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Board of Directors

(left to right): Seated: 7 .
John J. Sullivan, Robert M. Kossick,
Fairleigh S. Dickinson, Jr., and Henry P. Becton.




© Kenneth J. Holck
Appointed to the Board of Directors
February 28, 1990 )

Standing:

Theodore F. Holbert, Raymond V. Gilmartin, James Peters, Frank W. Hamilton, Jr.,
Alvan B. Fehn, Katharine L. Auchincloss, John Jay Mangini, Paul Schmidt,

Joseph L. Muscarelle, Jr., Emil W. Solimine, George S. Callas, Lambert A. Rose,
Horace C. Ramsperger. : ' |
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ADMINISTRATION/

OPERATIONS GROUP

BANKING GROUP

Ocean counties

Zonel
Bergen, Hudson,
Passaic counties

Zone II
Essex, Morris, Sussex,
Warren counties

Zone I
Atlantic, Mercer,
Middlesex,Monmouth,

OFFICERS of National Community Bank

KENNETH J. HOLCK
Senior Executive Vice President and
Senior Administrative Officer

- Administration/Operations Group Manager

HENRY W. BOHNERT
First Senior Vice President
Robert Andrews

Senior Vice President

Joseph M, Berardo
Senior Vice President

Operations
STEVEN B. EICHHORN
First Senior Vice President

Lester Walsh
Senior Vice President
Operation Services

Lawrence Forrest

Senior Vice President
Information Services

Vietor Hermey
Senior Vice President
Loan Operations

JAMES PETERS

Senior Executive Vice Pre31dent and
Chief Operating Officer

Banking Group Manager

CARL F. CHIRICO
First Senior Vice President
Chief of Staff

M&u&mﬂu

PATRICK W, THALLER
Executive Vice President

Zone Manager

Michael J Ferrara
Senior Vice President
Deputy Zone Manager

LOUIS B. LOMBARDI
First Senior Vice President
Zone Manager

LEIGH B. ROBERTS
Executive Vice President
Zone Manager
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Region I
(Hudson County)

Region II ‘
(Southern Bergen County)

Region IIT
(Northeast Bergen County)

Region IV
(Northwest Bergen County)

Region V
(Morris & West Essex Counties)

- Region VI

(Sussex & Warren Counties)

Region VII
(Middlesex County)

Region VIII
(Monmouth & Ocean Counties)

Region IX
(Atlantic County)

Region X
(Mercer County)

LENDING

Regional Senior Officers

- Jeffrey Buonforte
" Senior Vice President

Thomas F. Casey
Senior Vice President

Richard Cavaliero
Senior Vice President

Jeffrey S. McLaren
Senior Vice President

Michael Aiello
First Vice President

Ronald Dolfi
Senior Vice President

Luke R. Caverly ‘
Senior Vice President

Gregory Faljean
First Vice President

Thomas F, X. Cakert
Senior Vice President

Merrill Howe
Vice President

JACOB J. SMITH
Executive Vice President
Senior Lending Officer

WAYNE COURTRIGHT
First Senior Vice President
Ch1ef of Staff

MICHAEL PAOLERCIO v
First Senior Vice President
Senior Commercial Lending Officer

ROBERT WALLACE

. First Senior Vice President

Senior Real Estate Lending Officer

- Arthur Wages

First Senior Vice Pres1dent
Corporate Lending

Jack Murphy
Senior Vice President

~ Asset Based Lending
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"~ John Prol

RETAIL/FEE BASED GROUP

Senior Vice President
‘Special Assets

i
\
Helen Caserta ' : : ‘
Senior Vice President o
Legal and Recovery ' |

JAMES M. DAVIDSON
Executive Vice President
Retail/Fee Based Group Manager

ARTHUR C. RAMIREZ
First Senior Vice President ‘
Retail/Fee Based Group Deputy Manager

Robert J. Abate :
Senior Vice President
Retail Lending

\_ Edward M. Eatz

BUSINESS DEVELOPMENT
GROUP

CONTROL GROUP

FINANCIAL GROUP|

"' Senior Vice President

Trust

Na.:icy Altbrandt
Senior Vice President
Financial Services

Fred Kowal
Senior Viée President
Com'espondent Bankmg

FRANK A. FIGURELLI
First Senior Vice President
Business Development Group Manager

WALTER R. SCHLICHT
Executive Vice President
Control Group Manager

ELMER. E. BUSH, Jr.
First Senior Vice President

- Appraisal

Michael Matossian, CPA

First Vice President

Chief Auditor

ANTHONY J. FRANCHINA

Executive Vice President, Comptroller and Cashier
Financial Group Manager

ANTHONY M. PILIPIE, CPA
Senior Vice President
Financial Group Deputy Manager

Diane S. Grenz
First Vice President
Capital Markets
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JOSEPH A. BALDOMERO, JR.

CPA
Union City, N.J.
EUGENE R. BOFFA

Esquire
Jersey City, N.J.

PAUL V. CAVALLI, M.D.
President -
Meadowlands Hospital Medical

Center
Secaucus, N.J.

ROBERT J. FINKLE

CPA

Laventhol and Haorvath
Secaucus, N.J.

GENE HELLER

President

Hartz Mountain Industries, Inc.
Secaucus, N.J.

FRANK W, JABLONSKI
Esquire .

Gillespie, Gillespie & Jablonski
Kearny, N.J.

JOSEPH MANGINO
President

Metropolitan Trucking
Fajrview, N.J.

BARBARA CHADWICK
Bergen County Freeholder
- Rutherford, N.J.

JAMES COHEN _
Executive Vice President .
Hudson County News Company
North Bergen, N.J.

KATHLEEN DONOVAN
Esquire

Lyndhurst, N.J.

%AMI_ES S.ELY

Squire '
Smith & Ely, P.A.
Rutherford, N.J.

SILVIO FARGNOLI
Livingston, N.J.

Regional Directors

STEPHEN D. LESKANIC
President

Pan Graphics, Inc.
Garfield, N.J.

| DENNIS A. MAYCHER

Esquire B
Maycher & Molinelli
WaMgton, NJ.

JOSEPH NEMETH
Consultant

Insulfdb Plastics
East Rutherford, N.J.

JOSEPH POJANOWSKI
Esquire
Clifton, N.J. -

DOMINIC PRESTO
Esquire :
Presto & Barbire
Rutherford, N.J.

W. ROSS REUCASSEL
Chairman

The International Group, Inc.
Lyndhurst, N.J.

[Region m]

DONALD ARONSON
President B
Mejor Consulting Corp.
Englewood, N.J.

SEYMOUR CHASE

squire
Chase & Chase
Hackensack, N.J.

JOSEPH FINKEL
President

Home Fuel Oil -
Englewood, N.J.

JAMES E. HANSON, I
President

Hampshire Management Co.
Hackensack, N.J.

ALBERT HESS
President . ]
Victor's Three D, Inc.
Maywood, N.J.'

MICHAEL LOSURDO
President

Losurdo Foods Corp.
Hackensack, N.J. '
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JUSTIN D. MILLER

President and Treasurer
Everseal Manufacturing Co., Inc.
Ridgefield, N.J.

STANLEY J. MARCUS
Teaneck, N.J.

ROBERT L. MULLIGAN

Esquire , »
McCarter; Pisarri, Mulligan et. al
Hackensack, N.J.

%osnpn’ L. MURRAY
- Esquire

- Toomey & Murray
Oradell, N.J.

HAROLD PARNES
President

Haro Management
Hackensack, N.J.

VINCENT SGRO
CPA
Ridgefield, N.J.

FRANK SORRENTINO, I
Englewood Cliffs, N.J. ‘

 WILLIAM E. STEFAN
Vice President

Key Handling Systems, Inc.
Hackensack, N.J.

Region IV

STEPHEN BARASCH
Esquire
Englewood Cliffs, N.J.

JOSEPH S. CONTE
Esquire
Paramus, N.J.

ABRAHAM BOSMAN
Investors Business Corp
. Paramus, N.J.

ANN B. DICKINSON
Ridgewood, N.J.

JACOB GOLDMAN
President
Farmland Dairies
Wallington, N.J.

FREDERICK HOFFMAN
Chairman of the Board
Midland Lumber & Supply, Inc.
) M1dland Park, N.J.

WILLIAM F. JOHNSON, JR.
Esquire

Johnson, Murphy, Hubner &
McKeon .
Pompton Lakes, N.J.

MICHAEL LAPLACE
LJ&M Laplace -
Elmwood Park, N.J.

EB. LEONE
President

Glen Rock Lumber
Fair Lawn, N.J.

CARL B. NEVOSO

CPA

Hermhan, Nevogo ahd Co., P.A.
Frairfield, N.J.

SALVATORE -RIGGI
President

MVIS

Ramsey, N.J.

MYRON P. SHEVELL

President

New England Motor Freight, Inc.
Elizabeth, N.J..

CHARLES P. SHOTMEYER
President :

Shotmeyer Bros., Inc.
Hawthorne, N.J.

MARK G. SULLIVAN
Esquire

Sullivan & Sullivan

" Ridgewood, N.J.

EDWARD J. TRAWINSKI
Esquire

Schenck, Price, Smith and King
Morristown, N.J.

DENNIS BALDASSARI

Vice President

Rates & Treas.

Jersey Central Power & Light
Morristown, N.J.

ALVIN M. GARLAND
CPA
Fairfield, N.J.

DANIEL GEBEL

Partner

Carson & Gebel Ribbon Cao.
Dover, N.J.
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EDWARD JOYCE, JR
Vice President
Joyee Molding, Inc.

| Rockaway, N.J.

ROBERT LANDMESSEB
President

Advanced Environmental
Technology Corp.
Flanders, N.J.

ROBERT PETTIT
Oak Ridge, N.J.

DONALD SAVAGE
Manager

USF&G

Livingston, N.J.

LEONARD J. SICHEL

Executive Vice President & Chief
Financial Officer

The Mennen Gompa.ny
Morristown, N.J.

JAMES YOUNGELSON
Attorney
Morris Plains, N.J.

WARREN BALDWIN

President ‘

Sussex County Board of
‘Agriculture

Director Agway-Sussex Co-op, Inc.
Sussex, N.J.

JOEL KOBERT
Esquire

Hackettstown, N J.

BRYAN LEWIS :

Vice President Service & Fmance
M&M Mars

Hackettstown, N.J.

PHILIP PLATANIA
President & CEO

Andmore Sportswear Corp.
Port Jervis, N.Y.

DON RICHARD
West Orange, N.J.

ROY G. ROHEL
President
Tri States Tru Value, Inc.

Sussex, N.J.

Kobert, Courter, Pease & Purcell |

ROBERT C. SHELTON
Franklin, N.J.

F.JAY IINGLETON
President

Vicrtex, Inc.
Wharton, N.J.

ALBERT P. TBAPASSO
Esquire

Trapasso, Dalan & Hollander
Newton, N.J.

Region VI ,

- CASPER P. BOEHM, JR.

Esquire
Sayreville, N.J.

OMAR BORAIE
President
America.n Middle-East Ma.rketing

New Brunswick, N.J.

ROBERT G. GOODMAN
Esquire

Palmisano and Goodman, PA
Woodbridg'e, N.J.

RICHARD T. GOULD
Holmes Security
Edison, N.J.

FRED KIESER |
Esquire
Metuchen, N.J.

EDWARD LUBOWICKI, Sr.
Lubowicln Insurance Agency :
‘Metuchen, N.J. -

DIEGO VISCEGLIA
President

Summit Assodiates, Inc.
Edison, N.J. -

Region VIII ‘
JAMES C. DANSKIN
Partner

Danskin Agency .
Wall Township, N.J.

JAMES F. DOUGHERTY M.D.
Sea Girt, N.J.
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M. CLAIRE FRENCH
Chairman Monmouth County
Improvement Authority
Neptune, N.J.

BYRON KOTZAS
President
Crossroads Realty
Toms River, N.J.

H. SHERMAN RUSSELL
President

Lakewood Auto Supply, Inc.
Lakewood, N.J. :

squire
Freehold, N.J.

WILLIAM C. WINDER

President

Win-Tron Electronics, Ino.

Spring Lake Heights, N.J.

gns'ron WINTERS
squire

Bradley Beach, N.J.

CARMEN A. BARONE
CPA
Northfield, N.J.

HOWARD L. GREEN
President

South Jersey Radio, Inc.
Linwood, N.J.

GARY R. HAND

Executive Vioce President
Linwood Convalescent Center
Linwood, N.J.

RICHARD L. OKONOW
Hotel/Motel Consultant
Real Estate Developer
Atlantic City, N.J.

- SAM SCHOFFER
Real Estate Developer
Pleasantville, N.J.

R.C. WESTMORELAND

Esquire
McAllister and Westmoreland
Northfield, N.J.

-

%ncna‘m. T. HARTSOUGH
squire
Princeton, N.J.

JOSEPH R. RIDOLFI

Senior Executive

S .
Stark and Stark
Trenton, N.J.

DONALD J. LOFF

Senior V.P. Investments
Prudential-Bache Securities
Princeton, N.J. '
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Nationa.l Community Banks, Inc.

Consolidated Statements of Condition
December 31, 1089 and 1988

B A 1 5 e l»uatl‘:i%.u"1-'aa-ﬂm-ﬁf\‘:it"i.‘-il‘t“\<

Assets 1989 - 1588
Cash and Due from Banks (Notes 1and 2) . ............. fes e rer et eieetaanna, € 409,841,027 $ 348,764,753 °
Interest Bearing Deposits with Banks (Note 2) . .. . . cereans fevanen ceerens 4,000,000 4,330,000 :
dearalFundsSoldandSecuriﬁasPumhasedunderAgmementstoResen(Notei) 85,000,000 570000
Investment Securities (Notes 1 and 3): ‘ : : .
Uus. Treasury Securities .........coooeunniiiiiiiiiiins ieaeas 69,380,730 84,820,334 :
Obligations of U.S. GovemmentAgencies F RRREEERERE fee et etesaenaanana Seee 174,045,863 148,754,007 i
Obligations of States and Political Subdivisions B PN 188,505,830 134,526,673 :
Other Securities (Principally Corporate TaxablaBands) ettt Ceeeees 20,856,796 34,632,738 H
Total Investment Securities (Market value of$448 507,010 in 1989 and ‘ 448,689,019 400,733,750 f
$395,770,325 in 1988) . g
Loans (Notes 1,4and5) ....................... erereseecscieeciiiliiiiiii 2,081,465,485  2,760,017,550 .
Less: Unearned Income . . ............ veeenaan. eveeein P etieeearaaaaa, i (18,429,421) (11,992 sos)
Allowance For Posaible Loan Losses T S . (31,882,733) (29, 112 524)_@
Net LOBDS .....ontnittt s 2,934,353,301  2,727,913,718 ;
. Bank Premises and Equipment—Net (Notea 1and 6) ............... Seveen. e 91,056,919 83,208,889
Accrued Interest Receivable .............................. D T T TN 36,206,258 33,850,672 -
Other Asgets ....... Seetanen eeseeiesaenean 43,635,028 15,044,783
Total Assets ................... LR T teemanaa $4,022,771,552 $3,614,415,575 -
Liabilities and Shareholders’ Equity _ o
Demand Deposits — ~ Non-Interest Bearing .. .. seegeenes et et e ettt annaaean, $1,024,004,760 $ 924,575,867 .
Savings Deposits - Interest Bearing . ..ouiinniiiiis i eereane 1,428,316,038 1,351,830,414 °
Time Deposits ~ — Interest Bearing (Incl udingDepositsSlOOOOOandOverof - '
$484,168,339 in 1989 and $390,565,563 in 1988) ............................ . 1,098,439,855 802,390,455 X
Total Deposits . . ...... e, TUtresessseeseseiiiiiiieciiiis... 3,550,850,653  8,078,796,736 :
Shm-t'lbrmBorrowmgs(Note"I) ............. L 183,111,311 277,630,860
Accrued Interest and Other Lialnhties .............. e et e ee e anee e 83,444,200 - 84,277,003
Total Liabilities .. ... .. e eteiverrinnene. Seerenetieieiaa, ceeeve... 3,797,408,254  3,420,713,399
Commitments and conﬁngencles (Note10) ' ‘ /
Preferred Stock (Par Value $2. 00) Authorized 10,000,000 Shares,
No Shares IssUed .............oouiiniiiininainarnnenrinss - -
Common Stock (Par Val mszoc)(Noteslmdll)AuthmmdsoooooooShams , .
Issued 10,451,560 Shares in 1989 and 10,409,088 Shares in 1988 ................ 20,903,120 20,818,176
Caplta.lSurplus 20,011,582 19,356,452
Retained Earnings (Note 123t e eeaeaer e, teeresen SN - 184,450,598 153,527,543,
Total Shareholders’ Equity ...... ceeaes R R teteracenan e 225,365,208 183,702,176
1 TotalIialﬁhtibsandShmholdsrs'Eﬁuity

............ eeererensiiiiiaa.. . $4,022,771,552 $3,614,415,675

$

The accompanying notes to the consolidated financial statements are an integral part of these statements. ‘




National Community Banks, Inc.
Consolidated Statements of Income
sears Ended December 31, 1089, 1988 and 1987

Interest Inoome (Note 1)
Interest and Fees on Loans:

ss s s e e e e e ae VTR s B tAREELARLIEOLRLITOIAENTLEOITEIOLEOEOGETSL TS S

e e Mt.’){-‘('tm;“ N TR

Emmptfmml‘bdera.llnoome'rax ......... PR eeenanes e

Net Interest Income ...... s e

Net Interest Income After Provision ‘, L
for Poasible Loan LoBSeS . .. .. .ovvivnrrnnrrnionnennnns ereeeaen

Other Expenses
Salaries and Employee Benefits (Notes 9 and 11) . .................:..

- Net Occupancy Expense (Note 10) . ..............ceounenvsinnnnnnnn.
EqmpmentExpense

R T T T R I T T

Total Other Expenses .............. PR e s eracaaneaen "

Income Before Income Tax Provision ......... et teaaaan.
Income Tax Provision (Note 8) ........ e teeeeneene, et aeaesEeaans

NetIncome ........................... SR e

LI R I T TR N

Weighted Averé.ge Common Shares OQutstanding ....................
Net Income per Common Share (Note 1)

Pmsmnﬁx'PossibleIoanInsses(Notes) ......................... .

1989 1988. 1087
$306,052,768 $251,423,713 $184,172,952
12,410,856 12,527,526 12,639,265
424,581 262,712 477,098
23,199,323 22,088,308 21,514,996
9,237,904 7,171,081 7,180,566
1,857,162 1,433,481 1,872,547
353,182,584 204,887,791 227,857,422
164,934,360 130,353,578 95,617,703
22,743,235 14,012,530 10,079,744
187,677,595 144,366,108 _ 105,697,537
165,504,089 150,521,683 132,159,885
8,300,000 ,_8,32§.000 7,600,000
_159,204,089 142,106,683 114,550,885
8,000,000 2,300,000 2,210,000
17,048,742 14,748,415 11,591,354
4,565,844 4,073,368 3,078,428
7,831,407 5,047,234 3,802,083
32,445,993 26,169,017 20,682,765
72,007,820 58,537,234 48,279,197
14,104,543 11,626,108 8,631,980
9,702,083 8,203,060 8,723,641
32,841,380 39.415,418 24,471,837
128,655,835 108,782,720 88,108,645
62,095,147 59,582,080 47,136,005
17,880,100 17,568,200 12,602,400
$ 45,005,047 $ 42,014,780 $ 34,533,605
10,426,768 10,375,052 10,351,544
$4.32 __$4.05 $3.34

The accompanying notes to the oonsolidated financial statements are an integral part of these statements.
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National Community

Banks, Ino.
Consolidated Statements of Changes in Shareholders’ Equity
. Years Ended December 31, 1989, 1988 and 1987

Balance, Jannary 1,187 ................. $20,858,232

Cash Dividend: $.96 per share.....

Balance, December 31,1887 ....c.occ0e0ee

Cash Dividend: $1.21 per share

Balanoe, December 31, 1988 eierenarienes

Cash Dividend: $1.35 per share

Balanoe, December 31, 1989

$18,125,158 § 90,458,058 $138,242,348
- - 34,533,605 34,533,605
88,512 562..652 - 651,164
- — (9,914,277 (9,914,277)
20,746,744 18,687,810 124,078,286 163,512,840
- - 42,014,780 42,014,780
71,432 - 668,842 - 740,074
— = _{12,565,518) _ (12,565,518)
20,818,176 19.356,452 153,527,648 183,702,176
- - 45,005,047 45,005,047
84,944 655,130 - 740,074
- - (14,081,009)  (14,081,898)
$20,003,120 $20,011,582 $184,450,586  $225,365,208
3

The accompanying notes to the consolidated financial statements are an inﬁegral‘pa.rt of these statements.

SO0 5Py STNE- SUF SUI-LI YO8 HEP RSO PR Gt ALV T GRECOPTIc o PR WICTRE: 17 METE T BTN 1 (AL

ke e

T s



' Nstional Community Banks, Ino.

ondated Statements of Cash Flows
wgndedneoember 31,1989, 1988 and 1987 (Note 1)

M,usnnentstoneoonmleNetInomnetoNetCash
pmdedbyOperaﬁneActlvihes

vaimmforPossxbleIoanIosses..,....‘,_.,v .....
Realmanonof(Premmms)DmoountonInvesunam&cuﬁties,
Net c.ooviencreencnconeencomeneos e v e ereneeee
GamonSaleofInvestmemSecumxes.' .................... .
Galnansaleoflms R R R R PR RS R RN

(Increue)DecmasemOtharAséeta ........................

Cash Flows From Investing Activities:

Proceeds from Sales and Maturities of Investment Securities ...

Purchase of Investment Securities .........i....ivvvvevnnn. ) '

Pmceedsﬁ'omloa.nSalesandPammpatmnsSold ceereeeaaaas
.Netlnc:easeinl.oa.ns e eme e eee e s

Cash Flows From Financing Activities: - ,
Net Increase in Deposit Accounts ............... P P

Net(lncrease)DecmasemIntemstBearngepomtswith
»Banks ...............................................

DivxdendsPald ..........

Net Cash Provided from Financing ACtivities ..................
Net Increase (Decrease) in Cash and Cash Equivalents . .........
Cash and Cash Equivalents at Beginning of Year .. .............
Cash and Cash Equivalents at End of Year .....................

Supplemental Disclosures of Cash Flow Information:
Cash Paid During the Year for:

1989 1988 1987
$ 45,005,047 $ 42,014,780 $ 34,533,605
8,142,044 6,409,265 4,946,570
536,007 1,107,123 868,633
734,424 734,424 644,751
8,300,000 8,325,000 7,600,000
(2,126,088) (2,598,400) (5,187,100)
(892,584) (019,192) 826,850
(28,854) (19,221) {11,200)
- (351,704) -
(2,445,5886) (9,519,804) (2.020,462)
(26,364,160) 25,952,068 (8,408,143)
(535,308) 4,801,029 10,600,456
(16,670,189) 34,021,688 9,862,355
28,325,858 76,036,468 44,395,960
103,991,317 127,245,018 138,508,716
(193,852,085) (138,277,758) (150,061,503)
16,231,805 102,168,000 39,518,685
(276,681,308)  (538,251,208) (585,917,852)
(15,080,974) (21,376,168) (1§,§QB,2°7)
_(276,301,395) _ (468,492,116) _(576,670,161)
472,053,917 387,423,866 255,565,849
330,000 (2,424,000) 47,142,861
(94,528,349) 38,111,323 112,351,224
(14,379,407)  (11,825,808) (9,021,503)
5650 _ 5650 6,413
363,481,811 _ 411,200,831 _ 406,044,844
115,506,274 18,835,188  (126,229,357)
- 349,334,753 330,499,570 456,728,927

$ 464,841,027

$ 181,145,000

$_340,334,753

$ 140,405,000
18,138,000

The accompanying notes to the consolidated financial statements are an integral part of these statements.
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$ 330,499,570

$ 104,730,000
17,768,000
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'National Community Banks, Ino.
Notes to ConsolidatZd Financial Statements

NahLSnmmarydBigniﬂcaonoounﬁnnglm

summarized as follows:
Basis of Presentation:

mmwmmmmmmwamﬁmucmmmnmm(mcmm)mm

WmﬂﬁssmMWhhMMmmmymdmmum.amermmﬁmd
memiumsmdammﬁmofdjswumamthestrnght-nmmethodmthenfeofmesecuﬁtyGa.insa.ndlossesonsa.les

dmmmsmmdmmwmmmWMmmdmmmmuMW

Loans:

mmemmwummmwmmmmmmmdmmwm
instruments. Ummmmmmemwtpjn'mmmmmsmmdﬁedenngmemmmmmmm
metmmdmempecuvebmwmme%mpmdmnMWWmmbanwmmmmm

oollectibility is doubtful.

amount of fees ooetsisbeinga.mortizedasa.nadjustment_of
loana.Hmvez;formm'tgageloansgm-allymadeﬂm'alsyear
an estimated life of seven years.

Bank Premises and Equipment:

BankpmmjsesandequjpmeMamsthatwst,natofwc!muJateddepﬁdaﬁon.

the yield, generally over the contractual life of the related

straight line Improvements capitalized and maintenance and repai charged to nse. Rates of
depmciaﬁonmbasedonthefonawingestimgtadlivea:Buﬂdingsandlaaseholdlmpawemgmazommyeus;Eq\upment;

Furnitm-ea.ndFixturesvabomyem.

The‘Compa.nymainta.instheAHmnthossibhlmbssesaahvde@sﬁmdadeqmmpmﬁdebrpossibhbm
losses.'I'helevalofthea‘.llowa.nceis_baqedopa.cmdipmviewofthebanpmtfoﬁcdgsignedmgdentw;potenﬁalchugesto
whichinmanagement‘sjudgmdntwmpmvideﬁoranadequateanowanoe. The allowance is increased by provisions charged
tooperaﬁngexpensaandbanmcomies.andreducedbylpanschargedoff.

aqiustmmthroughinooms,iixtiiéyearthestandudisadopted.Tmcoméanyhummdmmimdwmnthitwﬂl
adoptthemwstandud.ortheaffectofsuchadoptmmtheﬁnanclalstatemanm :

Trust Assets and Inocome;

' Pmpenyhemmﬁdmmmmageneycapaciﬁesmrthecmnpany’swsmmemiSnotimhmedintheStatementofConditi’on

sinoe‘s‘uchitemsarenotassétsoftheCompaxm'Trustm'ismportedonthaaccmalbasja.

Net Income Per Common Share: '

Net'inomneperoommonsha.reisba,sedontheweightedavemgammberofshamsofeommstockoutstandmgduﬂngthe
mspectiveyears.l'heeffectnfstockgrantsandoptionsisimmaxeﬁal;. '

Statement of Cash Flows:
During 1988, the Company adopted Statement of Financial

ing Standard No. 85 “Statement of Cash Flows.” In

mss.tl{ecompagvrestatedtheDeeemberal.1987Stammentof0ha.ngesinFinancia1Positiont000nformwiththisnew :
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mtﬂmmdﬂgmﬂmmmmm(oonﬁmed)

Roclassifications:
mmmmm&mmavmmmmmwwmwmmmﬂmmmm

the 1089 presentation.

am—

mzcmmmmmwmmmm
' mmmmmmgmmmqmmmdmmmnesemamkmmmmmmum
mkgmroompensaxmgbalanoerequhvmsntsamuntadtosvs.ws ,000 and $62,315,000 at December 31, 1989 and 1988,

b

. _ { C 1
Note 3. Investment Securities .
summary of market values of Investment Securities is as follows:
4 ’ ' Devember 31,
o ‘ : - 1988 1988
US. Treasury Becurities ........covveiieninrioecnneennenennsens S ieeeennreeans $ 60,521,586 § 83,601,049
Obligations of U.S. Government AgeNCies .. ........o.uneerneeneeeceesreeerannnnnn 175,065,542 144,871,601
Obligations of States and Political Subdivisions ...............ccoiiuinnnennnn... - 183,165,262 132,700,589
Other Securities (Prinmpany Corporate TaxableBonds) .................. Seeveeaes 20,754,620 34,515,908

$448,507,010 $385,779,325

The par value of securities pledged to secure public funds, trust funds, repurchase agreements and for other purposes -
required by law was $140,837,000 on December 31, 1889 and $125,390 OOOaneoemberSl. 1088.

Note 4. Loans
A of Loans is as follows:
summary : < Dece a |
1989 1988
Residential ....i.........civeuunnnn e se ettt ieir e Feteesiaiaiee.. $ 979,000,276 $ 910,164,546
Construction ................ e ts e A beere i eeana, 285,755,071 273,520,182
Commercial .......... e ereseve e S 805,810,208 759,872,756
Commercial and INAUStTIAl LOANS . . ..o vviitneineennrnnsnnenn e, 580,000,428 - 510,258,750
Loans to Individuals for Household, Family, : ' B :
andOtherPersona.lExpenditm'es .......... 182,417,426 154,831,920
Obligations of States and ’ _ ' :
Political Subdivisionsinthe U8, ................. Seeeeiatetoaccoranaeneens 133,723,602 - 142,522,004
OtherLoans ........c.covuvuvvnuninn.s T R T T seesnes. . 18,768,444 __ 17,838,302
Total Loans; Gross ........ e T $2,981,465,455 $2,760,017,550
Non-Performing Loans:
Non-performing loans include non-accrual loans, mnegotiatedloans and accruing loans which are 80 days or more

delinquent. Non-accrual loans include loans for which accrual of interest income has been discontinued, Renegotiated loans

areloansforwmehthetermshavebeenmodiﬂedtopravideareductwnordeferralofmtemstorpﬁncipalduemadecnnem
the financial position of the borrower.

'I'heprmc:pa.lamountsofnon rformngloanswere$74673000and$33795000atDecemher31 1989a.nd1988
respectively which includes $48,380,000 and $11,774,000 of non- aocruedloa.nsmspecﬁvalylfimeresthadbeenaocruedon
the non-accrual loans, theaftertaxeffectonnetmeomewouldhavebeenaninmaseofsa 220 OOOa.nd$407 000in 1889
and 1988, respectively.

Loans to Related Parties:
Ioa.nstorelatedparheshavebeengrantedmldertermsandoonditmnsinacoordancemththeCompastnormallendmg
policies. These loans include loans made to directors, executive offlcers and their associates, as defined. Amounts
outatandmgonloanstomlazedpartlesatDeoemberal 1988 and 1988 are immaterisl.
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Note 5. Allowance for Possible Loan Losses o
m.maksﬁbhlmmmmwmwﬁm.mdmmbsmmmymmem .
These mmmmm,ummmmwmmwmmmm R
-mmwmmmmmmdmmmmmmmmuwm ;
. . 1989 1988 1987

Balanoce, Beginning ofYear.............. Srereseeneaas et eeriienaa, $20,112,524 $23,610,080 $17,873,028 .|
Recoveries .........,. ... .11 R 1,054,744 1,255,420 1,113,28; :
Prov:sion ............ R T 6,300,000 8,325,000 4,600,000
Loan Charge-Offs ............ ..ol e thereneennan . (4,784,535) (4,077,985) (2,977.1_47)‘_7

- R TR 31, , 73 98,112,524 23,810, g

Balanoe, Endd?bu , o - $31,882 33 $2 8 0,080 :
The allowarice for Possible loan losses for Federal income tax purposes wasg $5,028,000, $6,351,000, and $7,655,000 at “‘f;
December 31, 1989, 1988, and 1987, respectively. _ 3
] . 3

Note 6. Bank Premises and Equipment 7
-A summary of the majorclassesofBankvPremises and Equipment is as follows _ b
- December 31, )

. _ : o 1989 1988 p
e vt e e nianan. e $ 11,089,471 $ 10,468,471 "‘
Bank Buildings . ... .. R R R et eerteaina., Ceereeea. 47,915,182 42,844,200 ¢
Equipment, Furniture and Fixtures Cereeerea, ettt trreeas weeheaa, 52,903,442 43,600,083
Ca;ntalizedleuesa.ndlmmuvemema ........ 21,448,663 21,002,089 *
' . ] 133,444,758 -117,814,913- ‘
I.essAocumulatedDepreciatiana.ndAmmﬁzanon ....... 42,387,839 34,606,024
( _ C $ 91,056,919 ¢ 83,208,889 -

These borrowings consist of: .
o December 31,

- . . 1989 ‘ 1ess
deeraJFundsPumhased ........ e, Cereieiiiia, 8 83,726,000 $189,409,000
Securities Sold under A to Repurchase........ .. R S 99,322,076 87,685,017
Liabilities for Other Borrowed Money...., feeean et eeeaas Peeieaa. N SEEERIN 63,235 545,843

Total .... ettt ieaeenae, P I $133,111,311 $277,639,660
Most Federal funds

purchased mature in one day and the majority of securities sold under agreements to repurchase’
mature within 30 days. ) .
DetaﬂsWithmspecttotheFederalfundspumhasedandmm-itiGssaldunderagreements'torémrchaseai-e‘asfonoWs:

) Deoembers.!,
' _ 89 1988

Maximum Amount i atany MonthBnd ................... .. Veeaans . $271,397,000 $189,409,000
WelghtedAverageRateatlbarEnd ................. 8.00% 8.31%
Average Amount tandi dnrmg!ba.r $149,404,907 $ 99,625,271
Weighted Average Rate during Year . . ceeeaaa R TP ey e, 0.37% 7.87%
Securities Sold under Agreements to Repurchase .

um Amount Outstanding at anyMonthEnd ............. .. .. e see. $109,081,6836 $108,030,927
We:ghtedAverageRateatYearEnd ................. Ceeaeaan : 7.97% 8.02%
AvgrageAmomOuwwmngMg!bu .............................. e, 8§ 99,831,081 $ 84,417,570
WelghtedAverageBatedunnngar ........................ e eian i, 8.58% 7.04%
'Ifheaverageamoumsoutata.ndmg' ampnma.nw.' rily daily averages, and the . Mexestrazestbrtheyeara.reoomputed mputed by
dividingthex‘espectiveinterestexpensebytheaveragebalanoesou _ ing. : , .




income ision are d below:
& y 1989 1088 1987
3 Inoame Taxes—CuTTen ... ..cienrnrcrccrnerconnasosannees $15,410,466 $15,834,800 $15,554,000
£ peers] - ... (2128,086)  (2,598,400)  (5,187,100)
T § auemmoomeTaxes. ... .oen 4,705,700 4,331,700 2,235,500
H zman $17,090,100 $17,568,200  $12.602,400
t —_—t—tem s
3) dgfenedl‘bderalinme Mmmmmwmmwmmmmmpmgmmmm
N pmvigmn posamhhanbasesmtdmherdﬁfemmswhmhmcludamcogmﬁmofdmwummmmem
' mmme:ﬁsecm'mes depremahonofbankpmmisesandeq\npmemm:weougnmonoﬁoanfeemoome
K WMMMWWWMWMWMWM@WMMWM

pmgmmsasﬁollaws' i

i :
% % %
1089 Incoms . 1988 _Inoome 1987 Income
-Merallnoome'l‘axatStatuwryEate ' $21,418,3560 34.0% $20,258,213 . 34.0% $18,854,402 40.0%
Invel eiasaesesiesesasvaes (6,532,821) (10.4) (6,116,153) (10.3) (7,228,875) (15.3)
State Income Taxes, Net of o o : »
Mera.llncomeTaxBaneﬂt seieeses - 3,105,762 4.9 2,858,022 48 1,341,300 2.8

ORET. e veeeveennnornnns e . (1,191) = 567,218 1.0 (364,427) (8)

Total Income Tax Provision .......... $17,9890,100 28.5% $17,568,200 29.5% $12,602,400 26.7%

Note 9. Benefit Plans

mBankhasamtu'ementplaneavenngsubstanhanyanoﬁtsemployees Under the plan, ehgibleemployeesreceivabenam

upon retirement, theamountsofwhxchmdetexmmedbytheemplcyeeseammgsandyearsofsemce The
Banksﬁmdmgm&ymwemtnmmuwymmmrangingmnmemmmmmdtMmmmmmmmm
can be deducted for Federal income tax purposes. Contnbutwnsaremdedtopmvidenotonlybeneﬁtsam'ibutedw
serwcetodaxebutalsoforthoseexpectedtobeearnedmthefutum OostsoftheBanksretirememplanaremounhedﬁn
aocorda.noemthStatemantomea.ncmlAcoounﬁngStandaxdsNo 87, “Employers’ Accounting For Pensions.”

Total pension expense for 1989, 1888 and 1987 was approximately $1, 409,000, $1, 251000and$1,144000 respectively

mmmwmgGMesmmmeﬂmsMedwmmdemmdmmeCmpaWsmmm
statements at December 31, 1989 and 18988.
1989 1988

Actuarial present value of benefit obligations .
Accumulated benefit obligation, moludmg vested benefits of $20,227,000 in 1089 and ‘
$17,219,0001in 1088...... S R R 329,503,030 $ 17,590,411

$ 25,584,075 $ 25,532,515

ngectedbeneﬂtobhgahmforservmemnderedbodm ................... s eranee .
Planassetsat fairvalue ........ccovecemeereeness e aveverasessesaruans Cemeeiaes 25,582,139 23,281,326
Projected benefit obligation in excess of plan 888et8 . ... .. .cvviiiiniaies i 11,936 2,251,189
Umecogmzednetgmnaoss)frompastexpenencedxffemmmmatassumedand

effects of changes in assUMPLIONS . .. .. .vovvevtorrrsneaenocssanceneananne feeees 1,174,247 (1,434,769)
Unrecognized net obligation at January 1, 1088 being recognized over 25 years........ . (498,353) (521,008)

Accrued pension liability included in other liabilities . . ... .. eeesessserraane feeraies $§ 687,830 $ 205,415

S g e C




Note 8. Benefit Plans (continued)

Netpensimoostﬂn‘leesand lsssincludedthebuowmgoompm
Bervice cost —beneflis earned during the year.............. et eoaen

1989 1088

$ 1,315,070 § 1,205,012
2,282,121 1,852,514
(2,211,726) (1,830,187)

22,852 22,6852

$ 1,409,017 § 1,250,801

memmmmmememeameM
present value of the projected benefit obligation were 8. 5peroentand5pement respectively. The expected long-term rate of

refurn on assets was 9.5 percent.

'I'heBankhasanEmployeesInoentiveSaving'aPlan(themm)whmbyehgxbhparﬁmpanngempbyeesmayelectto
oontribute between 1% and 15% of their salariés to the Plan. These contributions are not subject to current Federal incoms
taxes. In addition, the Bank will contribute up to 75% of an employee’s contribution up to a maximum of 5% of his salary.
The aggregate benefit payable to any employee is dependent upan the rate of contribution, the earnings of the Plan assets
and the length of time such employee continues as a participant. The Bank’s contribution for the years ended December 31,

1989, 1888 and 1887 was approximately $774,000, $847,000 and $552,000, respectively

The Bank also provides medical, dental and life insurance benefits for its retirees. Thehmeﬂtsaremndedthmughcun'ent.
operations. Theamountscha.rgedtoopemhonsm 1889, 1988md1989wema.pprommately$125 ooomeachyear

NatelO.Commihne@sandConﬁngendea

mmmmdmsmmmmdtMBmkmmmmthMWmmmnm
liabilities which are not reflected in the accompanying financial statements. These commitments and contingent liabilities
include various guarantees, commitments to extend credit and standby letters of credit. Commitments under standby letters
of credit aggregated $92,547,000 at December 31, 1989 and $106,512,000 at December 31, 1988. No losses are anticipated

as & result of these transactions.

The Company, inthecanductahtshusiness isinvulvedinnormalhtigationmazters Intheopumonofma.nagement the
mnmatedisposmonofsuchhﬁgaﬁmshouhthawamMaladverseeﬁbotontheomsohdatedﬁnandalpo@mof

the Company.

TheBankleasesoertainpropertyundernonmoelableoperanngleases Theminimuma.nnua.lrenta.lsundertheseleases

are summarized as follows:

B R I e A S R R R R R T
IR R I I T TR T T T T T T e A
B R I R T T T O T T T T S T S
D I O R I T T T T S
S I T R R O T T T T T T T

..............................................................

$ 5,108,817
4,866,670
4,026,124
3,586,654
38,577,705 |

15,861,260
10,247,833
7,991,340

$55,358,403

Total rental expense amounted to $4,549,000, $3,842,000 and $2,530 0001n1989 1988 and 1987, respectivelyltis

aMmipaMdthaxremalpaymemswmexceedthemnmmmmmmmmitmenwshmabove

Wk L deedidd <l ade W

IS

v



Note 11 Long Term Incentive Plans

mmmmmphn(memm)mm»ummmmmmmmwmy

employees. The Plan authorizes grants of options to purchase up to 520,000 shares of the Company’s common stock. The

mamﬂedmsumwMMmm&dmmmwmmswckOpﬁmsmmwswckomm

Options expire not more than ten years after the date of grant.
mmamdmmmsmmmmmmmmm(mm

pexﬁmnaoe-basedoptzonsdescnbedbebw) :

189 _1985, _ 1987
Options outstanding, JANUATY 1.......ccceevrirecencereserasaressersnnenns 8,800 $10.69 8,800 $10.69 " 9,400 $10.69
o 121,800 $28.25 122,000 $28.25 122,000 $28.25
EXETOIB0 1rvivvrvvresssnsssssnsssssssisisnssiessisssissssssssseisnnsnsscssssss 200 $28.25 200 $28.25 _ 600 $10.69
Opticns outstanding, DeCEMbET 31 ..........ovvermreesssesmsesarrresense esoo $10.89 8,800 $10.68 - 8,800 $10.69

121 800 828. - 121 800' $28~25 . 122,000 $28.25

Dlmng1989 meCOmpanyngdperbxmmo&buednmquaﬁﬁedstkopﬁmswmnkeyemplcyeea The
mmmmnumberofstsdommmshckissuaﬁeupmemmofswhwrfmmmhsedoﬁbmmmo5003ha.nes
In general, apmnﬁmaﬁWm&hﬂfﬁmchpmﬂnmam&buedopﬁmsmmmﬁaﬂehaWompenodmmmmgm
Decemnber 31, 1990 and the balance are exercisable for a two-year period commencing on December 31, 1991. Options- ‘
unexercised at the end of such two-year periods will lapse. The precise number of shares issuable upon the exercise of the
mmmmm@mmmmmummmwsmmmmmdeMmm
dunngthethmeyeupenodbebmwchoptmsﬁrstbwomeemrdsahh(mevestmgpenod) The exercise price of such
optmsmthelawerof(a)thefmrmarketvameofthecommonstockontheﬁrstdayofsuchpenodor(b)thsbookvameorr

‘the common stock on the date such options first become exercisablé. The difference between the estimated fair market value

amWMmMMsmhmmmmmmmmmmmwm
operatimsoverthevestmgpenod

ThePla.nalsoauthonzestheawaxﬂmgofswckgramsﬂruptoieo 000 ghates of the Company’s commion stock. These
mmsmmnﬁngememeoomp]etmbymmemofaspedﬁedemploymemm As.of Devember 31, 1989 all .

.available shares were granted. ThefaarmarketvaluaofthsstmkmMmchmgadtooparaﬁmsovertheawuﬂpenod

which ends June 30, 1990.

Theamountchargedtooperatmnsfm-themanamountedwslso-iooo $1,084,000 and $743,000 in 1989, 1988 and 1987,
respectively. As of December 31, 1989, options covering 283, mesharesofoommonstoekwereoutatandmgandoptiom
wvennganaddxtmnalﬁLQOOshamsofeommonstockmaybemsuedmthefutm'e

Note 12, FundsAva.ﬂableﬁorD'ividends ‘
TheBmkxsmstrmdunderapphcabbhwsmmepaymemdcashdmdendsmtheCompanySuchlawsgenemuyrestrmt
vcashdxvidendpaymemsfortheyear 1990 to the extent of the Bank’s earnings for 1960 plus $61,077 4760favaﬂab1e

eaxmng-sfrompnoryea.ra

The&nowmgquarterlvﬁnanmalmformahmforthetwoyearsendedDeoemberal 1888 is unaudited. However,in.
management’s opinion, all adjustments, which include only normal recurring adjustments necessary to present fairly the
results of operations for the periods, are reflected. Restﬂtsofoperanonsforthepenodsarenotnsoessmlymdmanveofthe
results for the entire yea.r or any other mtenm period.

istQuarter  2ndQuarter  3rd Quartef  4th Quarter

$84,338,166 $89,367,336 $89,779,126 $89,697,956
40,521,747 41,511,478 41,600,977 41,780,787
1,350,000 1,850,000 1,200,000 1,800,000
16,550,864 17,644,786 18,926,868 11,872,629
11,807,464 12,072,186 12,193,988 9,131,429
$ 112 8 1.186 8 -1.17 8 87

lstQuarter  2nd Quarter  _3rd Quarter  _4th Quartér

$66,309,860 $60,873,087 $76,920,252 $81,784,502
33,699,826 36,005,948 - 39,360,028 41,455,881
11,500,000 2,000,000 2,000,000 2,825,000
13,708,024 13,405,131 . - 16,172,761 16,297,084
9,588,224 10,023,431 11,089,161 11,303,964
92 § 97 & 107 § 1.00




muwwmdwwwmmmmm) } j
Y : December 31,
‘ - ' 1089 3
) A
Condensed Statement of Condition (a) 3
Assets H
Cash ............ Ceeernesenaans Cerveeaans emeeeeaeeserarianes Cereeteedeiesasesteiesnenas § 3,713,735 !
Investment in Subsidiary (). . ....ocovevnrenen Cereeeeeaens P 225,330,300 4
Total ABSEES. ... .ovvurerrenorenncssnoscannasenans eieaeeenins T P $220,044,125 |
Aoccounts Payable and Accrued Expenses ....... S eeeeEeretnseesateneenennaanan eveeaeansannnn $ 20,781 4
DividendS PaFABIE . ... ..vuveeiceeecenerescsstsntsasinrrnaiasiotosatsatontattrioranenns 3,658,048
Total LiahiHtes . . . . ..oooeeernnrrineenarsseeieraenssereseesians feresrrrarerereeereees 8,878,827 5
Shareholders’ EqUity. ......ooovnvennn P P 225,365,288
Total Liabilities and Shareholders’ BauItY . . . .« ... ueveeeenoaneccsracnesnesessosessasanass $220,044,125
Yearended -
December 31, !
. 1989 .
Condensed Statement of Income (&) -
Income %
Dividends from Subsidiary........... P .ees £ 14,581,999
Eq'uitmendistributedEamingsofSubsidlm'y ................ Mereeciesesnnieaerieaseannenen 31,628,214
TOLAl INCOIMNE . ..o vvev o eenncaneuesiosinissaoisssnssisssasensoasasannasasssons e 46,210,213
Expense ‘ .
Salaries and Employee Benefits ........... e e eaeeneaasasanrraaanteis 795,008
Interest EXpense .......covvuvsenvessns et tedeeaeeet s e sresarreesetaeraaeatateaasnaaratanean 2,111
Other EXpenBe .. ....cocaoveueasss et e e e eietsedecesiencttt ettt st et et e nnroerereesean ____ 407,957
TOtal EXPENBE . . .. c.ccvsiasernsinosrinssvrssnasosssnssoasesnos e eeaa s ma e e e s ] 1,205,166
NetIncome:.....coicovenenns ; .'...._.._ .................. esesaccanus sesessensrans asasesens $ 45,005,047




k. mnmdmmwummcmmmm (Parent Company Only) .
% : (contimisd) _ : "
i -December 31,
[ . ‘ L 1889 .
¢ 8 Condensed Statement of Cash Flows (a) - : | L | | o
'] cosh Flows trom Operating Activites: S | - SV
Mot TDOOMNE «.eonevvrereeeeeseesserasssasnsaesnsessansasasaessesssssiassnsosssnsessnsasisasssssessesasars Geveversenres reererensare deesers __$ 45,005,047
,AdausnnantstoReooncﬂeNetInmmewNetcash / >
Provided by Operating Activitiss— _ o
Amgortization of Stock Grant Awards ........... raseseesesssesasesesessenessannsanes Tesnseseesosssasssenrassansastnssansasanesans 734,424
IncreaseinAcooumsPayahleandAocruedExpenses... : ; . 20,781
i idiary...... S (31,628,214)
(30,873,009)
14,132,038 -
(10,423,953)
5,850
__(10,418,303) oo
Net Increase in Cash.......ccecueueeennes eeeresreresceeserersesnneessenstentesststeitrereiteiasstereeseitareseentaeteretenrarerane - . §& 3,713,735 ,
Cash at Beginning of Year........c..ccereness et st ceetererereeres eassassansarsensvenete _ - :
Cash at End of Year. ... et semnanccsnncenec e erereetrtesessnensrsserasersrersntranserereans . $ 3,713,735

(8) On Fehruary 28, 1989, the shareholders of National Community Bank of New Jersey exchanged their shares on a share-
for-share basis for the shares of the Company, a newly formed bank holding company This transaction has been
accounted for as a pooling of interests. Financlalstazementsforther'entCompa.nyOnlypnorto 1989 are not
presented as the eritity did not exist.

(b) Inivestment in Subsidiary is accounted for on the equity method.
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| TO THE BOARD OF DIRECTORS AND SHAREHOLDERS OF

We have audited the accompanying consolidated statements of
condition of National Community Banks, Inc. (a New Jersey
Corporation) and its subsidiary as of December 31, 1989 and
1988, and the related consolidated statements of income,
changes in shareholders’ equity and cash flows for each of the
three years in the period ended December 31, 1989. These
financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on
We conducted our audits in accordance with generally accepted
auditing standards. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether

" the financial statements are free of material misstatement. An

audit includes examining, on a test basis, evidence supporting -
the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting priniciples used
and significant'estimates made by management, as well as
evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.
In our opinion, the financial statements referred to above present
fairly, in all material respects, the financial position of National
Community Banks, Inc. and subsidiary as of December 31, 1989
and 1988, and the results of their operations and their cash
flows for each of the three years in the period ended Dece:

31, 1989 in conformity with generally accepted accounting

Ro;dmd,NewJersey - A"ﬁl"\m/ A‘nahu.n t6.

January 18, 1890
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guMM-ABY OF SEIECTED FINANCIAL DATA

1989 _ 1988 87 1986 1985
(I Thousands, Exocept Fer Share Amounts)
farnings Summary: o
IterestINCOMB . ..o vvtinniiiiiiieoaona, $ 353,183 §$ 204,888 § 227,857 $ 186,287 § 167,573
B T 187,678 144,366 __ 105,607 85,951 85,309
NetInterestInoome ..............c.iaieala, 165,505 150,522 122,180 100,336 82,264
Provision for Possible Loan Losses ............. . 8,300 8,325 7,800 5,850 4,300
Net Interest Inoome After Provision For v
FossilleLoBNL1OBSE8 ......coineiinennannn. , 159,205 142,197 114,560 94,6886 77,064
OtErINOOMe . .cvvvuoaraveenerensnnssosnsss Y 32,448 26,169 - 20,683 - 17,833 12,882
Other EXDENSES . eeererrnnnnainaiiiaeinns | 128,656 ' __ 108,783 88,107 75,478 62,855
Income Before Income Tax Provision ........... ' 82,008 59,683 47,136 - 37,141 28,091
Income Tax Provision ...............000s.0.. 17,890 _17,668 12,6802 9,895 5,830
NetInOOME .........coeeneieiieiiinineie., $ 450056 $ 42015 $ 384,534 $ 27446 $ 22,261
Outstanding .......icevevnivinnernnrnanns 10,427 10,375 10,352 10,320 10,312
Net Income per Common Share ................ $4.32 $4.05 $3.34 $2.68 $2.16
Statement of CondrﬁonSumma.ry , 7 :
Investment Securities .............c0i i ] 448,680 § 400,734 § 388,865 $ 379,088 § 356,252
771 2,981,465 2,769,017 2,335,802 - 1,787,731 1,280,498
Total ABBEES . ..o viiviiiiin i e et 4,022,772 3,614,416 3,153,051 2,748,370 2,032,756
Deposits .. oi it i i e i i e, 3,550,851 3,078,797 2,691,373 2,435,807 1,707,471
Shareholders’ Equity ........cccvviivennnnnn. 225,385 193,702 163,513 138,242 117,782
Ratios: . :
Returnon Average Assets .................... 1.20% 1.26% 1.24% 1.22% 1.22%
Return on Average Shareholders’ Equity ....... 21.48 23.64 22.75 21.50 20.39
Dividend Payout ...... et eemeceotrer e ann _ 31.25 29.88 28.74 29.32 34.26
Average Shareholders’ Equity :
to Average Assets ........ eHeeredetee it 5.58 5.20 5.46 . 5.68 8.37
Allowance for Possible Loan Losses to Loans .
Outstanding ................ ersreareenan 1.08 1.05 -1.01 . . 1,00 1.10
MARKET PRICES AND DIVIDEND DATA
The"followingt‘ablesétsﬁ)rth», for each of the periods indicated, the high and low closing sales prices of the
Company’sCommonS%ckmtheNASDAQNaﬁmﬂMarketSys&m(asmpmtedbymeNatmﬂ Quotation Bureau)
and the dividends declared thereon.
Year Ended December 31, 1988:
First Quarter $42 $35% $.23
Second Quarter 42% ,39% .30
Third Quarter 412 35% .30
Fourth Quarter .37 32% .38
Year Ended December 31, 1089:
First Quarter . 37V 34 .30
Becond Quarter 39% 36% .85
‘Third Quarter - 44%, 37% .35
. Fourth Quarter 41 31 .35
As of December 31, 1989, there were approximately 8,700 sharehalders of record of the Company’s Common Stock.

DividendsontheCompany’sGmnmmsmckmwithmthedimretiunofthe,BoamofDiréctox“softl;eCompa:xya.nd '

are dependent upon various factors, including the future earnings and financial
‘policies. Federal and state laws and regulations contain restrictions on the abilit; ‘
. See “Management’s Discussion and Analysis of Financial Condition and Results of

1?g:ulabory
dividends to the Company.

condition of the Bank and hank
y of the Bank to pay

Operaxions—Capital,”;"Business—SupervisionandRegula&im"andNomlzaftheNoteswConsolidatedFinancia.i
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AND RESULTS OF OPERATIONS .
mbmmmmmmmdmmmmmMmmdmmmmdmmum
with the Company’s Consolidated Financial Statements, the notes relating thereto, and the other statistical data
For the five year period from 1985 to mBB;meOmmawdemmsumdsuonggmwthinbothassetsmdeamings.
The Comipany doubled its size from an approximate $2 billion dollar institution with 72 branches in 11 counties to over

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

84 billion in assets having 111 branch offices in 12 counties. At the same time, net income and earnings per share rose

from $22.3 million and $2.16 per share in 1985 to over $45 million and $4.32 per share in 1989. This equates to
compound growth rates of 21.4% for net income and 20.9% for earnings per share. As a reflection of the Company’s
strong earnings, the annual dividends declared per share increased from $.74 in 1985 to $1.35 per share in 1989,
The book value per share of $21.66 on December 31, 1989 was:an 88% increase over the $11.45 per share amount as
of December 31, 1985,

These increases were accomplished in a dynamic economic period: interstate banking became a reality: intrastate
WW;WM‘m.MuWMMWM;MWmeMW
MWM,MWMWMWW&WMWWWM
WMWBMWMM@W.MmmWWWW,WmmW
external generation of capital through the issuance of new equity or debt instruments. The expansion of the branch
network was acoomplished through a successful “de novo” campaign. Results of operations for the past five years
mMWW‘MWm.W&WthW&M'mme

. wbmemmmmmnupmmmmmmmmm.wmgswmdmmmmm

wmmwmmmwmdmmwmmmmam«m,

EARNINGS

ASSETS
(IN BILLIONS) (IN MILLIONS)

‘BOOK VALUE PER SHARE
(IN DOLLARS) -

823

$21.36
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mcmsmmmmmwm.ommmse.mmmwmwwm
and other(i.e., non-interest) income and & decrease in the provision for possible loan losses, which factors offset

mmsmother(nm-mm)expenaesandthepmvisimﬁr'imtaxes.In1988,thes7.5millimincmasein
pet income over wevmmwdnm.mmmmmmmmmmmmm,mbymmm

. Mmmtymmmzwmmmmmwmmmm,mmm
return on average assets of 1.20% and its 1989 return on average equity of 21.48% still reflect impressive earnings

. A benchmark for a strong performing banking institution is 1.00% for return on average assets and
15.0% for return on average equity:
Net Interest Inoome ‘
Mmmm,mmemﬁmm,Mummmm
mmmmwmeMWammmwm‘m,mm :
WMSWMW,MWWMWMWWW-WWW,,WM
deposits and by shareholders’ equity : ‘

INTEREST INCOME AND . - ' ,
INTEREST EXPENSE AVERAGE EARNING ASSETS AVERAGE CORE DEPOSITS

(IN MILLIONS) (IN BILLIONS) - (IN BILLIONS)
— 40— $23
= 3.5 12043 $2.200
' 20 sraf4761
3.0
23
o
17|
s o 15
1.0
05§
o 0.0 : TS il
89 es 8 o7 88 89
[E] LoANS (NET OF UNEARNED DISCOUNT) BEE £\10$ & MONKY MARKET
[ e Sepat o o . [] oowano

Thefollqwingtablemﬂectstheoomponentsofnetimematinoqme,settingforth,fartheﬁveyea._rsendedDeeember
31, 1089: (i) average assets, liabilities and shareholders’ equity; (ii) interest income earned on interest earning assets
and interest expense paid on interest bearing liabilities, (iii) average rates earned on interest earning assets and _
aVerageratespa.idon'interestbea;ﬁngliabilities, (iv) the Company’s net interest spread (i.e., the difference between the
averageraﬁ;eearnedoneamingas'setsandtheavemgeratapﬁdonin&erestbeaﬁngliabilities)and(v)themmpa;ny’s
net yield on interest earning assets (i.e., net interest income divided by average earning assets). Dollar amounts are
presented in thousands and on a tax-equivalent basis. The assumed tax rate was 34% in 1889-and 1988; 40% in 1887;
and 46% in 1986 and 1985, Loan balances include non-performing loans. _ '




1989 - 1988 .
Interest ' Rates L Interest ,nn_tasg
ASSETS '

Taxahleloans(netofunsm'ned imome) ....... $2,712,423 $306,053 . 11.28% $2,379,232 $251,424 10.57%
137,658 18,804 13.68 152,831 18,080 12.42
270,455 23,189 8.58 269,876 22,088 8.18
150,283 13,997 9.31 123,950 10,867 8.77

4,509 425 9.43 8,391 263 7.78
21,751 1,857 8.54 20,012 1,434 6.88
3,297,079 364,335 11.05 2,050,192 305,038 10.34
(30,941) (28,569)
480,202 435,487
$3,746,340 $3,359,110
$ 875,814 $ 813,307
1,324,610 786,728 5.79 1,330,050 72,384 5.44
1,025,212 87,785 8.56 801,829 57,716 7.20
4,509 - 422 9.36 3,391 253 7.48
240,302 22,743 9.12 184,650 14,013 7.59
2,603,633 187,678 7.21 2,319,920 144,366 6.22
8,479,447 3,133,227
57,398 48,130 .
$3,746,340 $3,359,110 _
$176,6857 3.84% ~ $160,670  4.12%
5.36% ' 5.45%
$ 6,393 $ 6,453
4,759 3,895

$ 11,152

$ 10,148

N DUTE T S9N
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1987 o 1986 7 185
$1,837,635 $184,173 10.02% $1,282,108 $135485 10.57% $ 975,687 $115,236 11.81%
165,874 21,065 12.70 170,467 23,878 14.01 132,666 21,100 15.80
251,399 21,515 8.56 212,091 21,325 10.05 204,489 22,088 10.79
127,765 11,968  9.37 149,670 15,667 10.47 188,827 14,801 .10.73 °
7,418 477 643 36,413 2,562 7.04 64,043 5480 8.44
28,233 1,872  6.83 84,501 5561  6.58 61,910 5,349 8.64
2,418,322 241,070 9.97 1,935,250 204,478 10.57 1,578,631 184,134 11.86
(20,578) (15,617) (12,088)
384,592 335,432 __ 256,823
$2,782,338 $2,255,085 $1,823,368
$ 735,681 $ 621,802 $ 487,803 N
1,151,366 60,011 5.21 840,057 42,508  5.08 634,104 35,380 5.58
549,399 35,391 6.44 434,252 ° 30,788 7.09 388,314 36,379  9.37
3,447 216  6.27 3,795 243 6.40 3,073 263  8.56
154,986 10,079  8.50 180,790 12,414  6.51 170,679 _ 13,287 7.78
_1859,198 105,897 ~ 5.69 _ 1,468,804 85,051 585 1,196,170 85,309 7.13
2,594,879 2,080,606 1,683,973
35,635 36,714 30,225
151,822 127,855 ... 108,170
$135373  4.28% $118,527  4.72% $ 98,825  4.53%
5.60% 6.12% . 8.26%
$ 8426 $ 10,984 '$ 9,708
4,787 .. 7,207 8,855
$ 13,213 $ 18,191 $ 18,581




mmmmmmmmmwmmmmmmmdmmm o
interest expense. mmHMngtahhpuwemsmmawmsofvoh:memdmtachmgesmmtmwmmerr 3
purposesofthmtahle(whiehispnesentedonamx-eqmvalentbasis). changes are allocated to such categories based :
ontherespectzveperaentageohangasinavamgabalancasandavemgarates Changes which are not specifically A
indennﬂahleamauwatedcnawmghtedaveragebamsbetweenvdumeandrate Dollar amounts are in thousands :
of dollars. i

____ 1989 versus 1988 1988 versus 1987 :
. Increase (Decrease) Increass (Decrease) ,5
‘ Due to Change in Total ._Due to Change in Total
. ' ! \I. _ ! ! I
Volume Rate  (Decrease) (Decrease)

Taxahle loma (net of unearned mﬂume) ..... $37.595 $17,034 $54,829 $57,233 $10,018 $87,251

Tax-exempt l08NS .. .....ooovveuennnn.... (2,073) 1,897 (178) (1,820) (465) (2,085

Taxable investment securities............. . B8O 1,081 - 1,131 1,511 .~ (958) - 553

Tax-exempt investment securities .......... 2,453 e77 3,130 (334) (7687) (1,101)

Interest bearing deposits. . . . . e eerienean. . 105 57 162 (312) o8 (214)

‘Federal funds sold and securities _ 4

purchased subject toresale.............. , . . 351 423 (502) 64 (439
Total interest income . ......... e eeeaeeen 38,202 21,997 59,209 55 976 - 7,990 63,966
Interest expense: '

. Savingsdeposits..................... .s (315) 4,859 4,344 9,724 2,649 12,373
Timedeposits .................... cenan 19,127 10,942 30,089 18,170 4,155 23,325
Foreign time deposits ......... errieeeea. . 105 64 -169 @ 41 s
Short-term barrowings ... ................ 5898 2,832 8,730 2,251 __ 1,683 3,834
Total interest expense . ...... e eieenanas 24,815 18,497 43,312 30,141 8,528 38,869
Net interest income. ... ... weeseeeeaaan.. _$13,387 $ 2,600  $15,987 $25,835 ($ 538) $35,207

i\

f

%




‘1987vqx'sua1‘986 1988 vérsus 1088
Increase (Decrease) Increase (Decrease) '
'Due to Change in - Total Due to Changein Total
e me feme e e S

-,

$55,676 ($ 6,988) $48,688 $32,381 ($12,132) $20,249
(583) (2,230) (2,813) 5,205 (2,517) 2,778
3,364 (3,174) 190 764 (1,507) (743)
(2,052) (1,647) (3,899) 1,125 (389) ‘766
(1,885) (220)  (2,085) (2,007) (e11)  (2,918)

(8,731) 42 (3,689) 1488  (1,274) 212
50,809 _ (14,217) 36,502 _ 39,044 _ (8,700) _ 20,344

16,226 1,279 17,505 10,421 (3,29%) 7,126
7,418 (2,815) 4,603 3,257 (8,848) (5,591)

(22) (5) (27) 46 (66) (20)
_(2,328) ™ (2,335) 1,309 (2,182) (873)
21,204 (1,548) 19,746 _ 15,033 ~ (14,391) 642

T ——— —————————— . S ——— . S —— . S ——"
e ——— s e —— e e e —

- $20,515 ($12,668)  $16,846 $24,011 ($ 4,308) $19,76§




‘follows:
Mars Ended Deosimber 31, 1089 7 1988
___1889 __1688 1087 Amount  Pervent Amoynt Ramqnz
. : (Dallarg in Thousands) .
Interest income. .. ........ ... +e...$364,335 $305,036 $241.,070 £659,200 19.4% $63,068 28.5%
Interest expensse...... et et enanne 187,678 144._35_8 105,697 4_3_,312 30.09% 38.6_69 36.8%
Netlnterestlmoma ......... ceeees 8176,657 81§O.67O 81:5_?,373 871,5.',98,7 10.0% : $25,207 18.7%

"va.lentbasis.aeapementa.ge'ofaveragaearnmg' aasets)dechnedbbeaaispmmsreﬂecung & decreasing spread,
ﬁmwwmdmmmmdmmmmmmmgmmmsa

year, the net interest reflected s increased volume, again due
meNueddemandandadwnmmgefbrw_Duﬁngmss,mmgamMQagebmmedbyae4%overthe
yaarandaverageoonsumerloansinmasedbyzl,Z%.Althm:gha i pomonofthxsincmasewasfhndedby
: innon-intemstbeaxmga.nd mterestheanngdeposmsthe 8 net interest margin wag
mmhehsseummessedbylsbuispmms,reﬂecungamducedsmvadmsmhngﬁumthe
- environment. The wasposiﬁvelvmatchedmitsmtesenmhvityoompoanmnwhmthnetmtemat
incame in 1988.
Non-Interest Income
nebuaﬁngmmemﬂmthewmpmenm&mn-mammmefmthepastthreeyeam
lbamEzzdedDeoember&,
1989 1988 .
_ ' . (In thousands)
Trust incoms ....... .. tr ettt iy, Ceeeesheaa, ettt e, $ 3,000 $ 2,300
Servioechargesundepqsitauoount_s ........ et i, ceeseess 17,049 14,748
Inﬁematxona.lfeesa.ndoommissions e e iea, e emeay e aeeesa, . 4,566 4,073
Other incoms . . . . . e et ei e, fe e etreenan.. Weena fereatanas s..__ 7,831 6,048
TotaL ..................................... $32,446 $26,169 $20,683

and consumers, together with repricing of certain existing services to ensure ing profitability of each servioe.
In 1989, other income includes & one time non-recurring gain of $2.5 million due to the Company’s relinquishing its

Non-Interest Expenses
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‘mwwmmmmmmmmmmmmmm
additional costs for fringe benefits, primarily health benefits. The increase in branch offices, from 82 offices at
Janiuary 1, 1987 to 111 offices at December 31, 1888, together with the upgrading of facilities were the primary factors
mmmmmmmlmmmmmnm.mwwmw.mumszw
million in 1887 to $32.8 million in 1089, \ 'reﬂectingi,ncreasesininsmame(innh;dingF’DlC),legal,postage,
The Company’s provision for possible loan losses was $6.3 million in 1989, as compared with $8.3 million in 1988
and $7.6 million in 1987, Themuﬁsionmpmsentschargsshéaxﬁngstakanbythe%mpmwmamtainm
ummmmmmmMmswm,mmmmdwmw.mmmdmbemwwm
' The inter-relationship among the provision for possible loan losses, charge-offs, recoveries and the Allowanoe for
Possible Loan Losses is reflected in the following table: ’ ' '
ible _ o S : 1989 1988  _ 1987 1886 1985
Balance of Allowance at Beginningof Year................... $20,112  $23,610 $17,874 $14,224 $10,522
Commercial and Industrial ..................... U 8,624 2,855 1,747 © 2,851  1.191
Consumer ....... Circeann e esiesaas e vesessetecvirnan s 1,160 R 4.:5%3 1,230 830 ) 737
Total Charge-Offs ....... ceeens et teneeiaeannes P 4,784 4,078 2,977 3,781 1,028
H 3 : -. . )
Commercialandlndusma.l ...... reseecararaens 837 752 580 1,500 1,080
Consumer ....... S ettt et et ee e 418 ,593 523} 281 270
Total Recoveries. ............... eeeenesecttaseeetonena 1,055 1,255 1,113 1,781 . 1,330
Net Charge-Offs ........ et S iedrieeeeraanae - 3,720 2,823 1,864 2,000 508
Provision for Possible Loan Losses. :........... s eseeenenes 6,300 8,325 7,600 5,650 4,300
Balance of Allowance at End of Year.............. e eeaenn. $31,683 $2¢,112 $23,610 §17,874 $14,224
Ratio of Net Charge-Offs to Average Loans Outstanding. . ... ... 0.13% 0.11%  0.09% 0.14% 0.05%
Balance of Allowanoce at Year End as a Peroent .
of Year-End Loans. ........... eaan et eiaeires e raean 1.08% 1.06% - 1.01% 1.00% 1.10%

mmmmwmmmmmmmmwmibhmm(wmhmmm,mm
withthelevelofnetcharge—offs,govemstheamuuntofthepmvisionforpossibleloanhssas)isbaseduponan
mmdmmhmmmmmwsmmm.mmmmmmammmw
account officers, various loan commiittees, and the Bank’s Loan Review Department. A risk rating system has been
establishedasananalyticaltool,eonsistingofeightnumericalmﬁngs.Inassigningaraﬁngtoag'ivenloa‘.n,various
factors are weighted, incl : (8) the financial status and past credit histary of the borrower; (b) available collateral,
its valuation and support; (c) documentation of the loan; and (d) concentrations within industry, geographic locale or
collateral type. '

mmmmmmmammmwm.mmmwmamm
amJysmofmeadequwyoftheAHomnwmrPossmhlpanLossesfmmeBomdofDmcm This analysis consists
primarily of percentage alloea.tionswithmspecttotheparﬁoxmingportfolio, together with incremental increases

' mmawmemmmtmmwwﬁmﬁskmmgmems,mmmmmwmpmmmemmmmw

are also considered. AppmmiaxemommndaxmnsmthmmadewtheBoam'mgamjngthemmmwbechgrged

‘ againstearnings(i.e.,thepmﬁshnfqrmssibbhanhsses)mmderwmaimajntheAuomnwberssihleIm

Losses at an adecquate level,

TheComparw’smmagemmbehgvesthMmAnmnmmrPossiMeMaansofappmﬁmuely 1% of loansis an
adequatehvdbrthebanpoﬂfoﬁooonsidming,theahowméntbpedmﬁewmwednms.Asa.resu;t, management
recorded a provision for possible loan losses of $6.3 million in 1989, bringing the Allowance for Possible Loan Losses
to $31.7 million (1.08% of total loans) at December 31, 1989. Management believes this amount is adequate to absarb
such losses as may arise in the loan portfolio. The 1888 and 1987p’1'ovis'ions£orpossiblehanlossesampartially
attﬁbutablatothenetloangrowthintherespecﬁveyem. Theearningscoverage(pre-taxearningsplusthepmvision
for possible loan losses) was 18.6 times net charge-offs in 1089 and 24.1 times net charge-offs in 1988. No assuranoes
ca.nbegiv’en,howeve:;that*th’eCompamWillnotsustajn,lossesinmwgivenyearwhichmldbesubstantmm
mlationtothesmeoftheCompany’sAllowance. : C




It is inherent in the ofaﬂnancialinsﬁtuﬁqnthatm'adnmkswﬂlbeassumedandthat.on
losseswﬂlbeinourredw:threspeottospemﬁc’loa.ns.Onemeasumofcredltnskistheextemtowhmhaﬂnanmal
institition's loans have ceased to inadémdanoewiththetermsmihuuyagmeduponbytheinstmmanandits
baorrowers. The follows wmmmmmmwmmmwmmmdmmmuof
December 31 for each of the last five years:

1989 1988 1987 _ 1088 1985
Non-AocrualIoa.ns(A).. SNt e et e neen $48,380 $11,774 $11,083 $ 4,302 $4,868
Past Due Loans @B oo 26,293 22,021 9,137 9,758 4,874

'IbtalNon-PerfmmingLoa.n_s S ettt ettt et b et aeaean $74,673 $33,795‘ $20,200 - $14,150 $9,742

Ratio of non-performing loans to loans outstanding. . .. .. .. - 2.50%  1.22%  0.88% 0.79%  0.75%

(B) Primarily represerits those commercial and real estae loans on which payments of interest or principal are
mmmpmdmso‘mmmmeMmmmmmammwmm.V
AdetermjnationismadewOOnﬁnueaom'uinginoomemsuohloansonlywhensuchlomsambelieved‘tobeﬁmy
ool.lectible.Genermywnsumerbms‘mchargedoﬁﬂthecreditismammbrmmthaneodm. ,

As of December 31, 1989, there were also $87,000 of loans characterized as “troubled debt,” as defined in Statement
of Accounting Standards No. 15, “AoooummgbyDethmandeditorsforTmubledDebtReetructurmg.?'The
Cmnpa.nydid.nothavea.nyloansclass‘iﬂedas“tmubleddebt”»intheprioryemcoveredbythemhlesetfoﬁhabave.

mmwmsiwmmmmmmuaymmmmmmmmmm
thmughwt,itsloa.nportfolioand,fdrintemalopemﬁngpm'poses,doesnota'nocexetheallowanoeamongspeciﬁcloan
classifications. doeanotanticipatethatcharge-ojffexperianoein 1990wil1dit’i‘e_rmabe1'iallyfzmnchai-ge-
offs in 1989, althoughnoaasurancescanbegiven.inthi‘sregam. .

eoept {0t loans which were non-perfirmiing as of Deember 31, 1989, management does not believe that the
Ccmpanyhasamateﬁalamountofloa.nsastowhichmalmg‘ementhasseﬁoustubtsaboutthebormwefsabiﬁty
tocdm;;lg;:i_theﬁst_ingloanterms,orwhichwmldﬁkely'resultinareclaasiﬂea;iontonon-mmalsmmsaza

oy srvalp b
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w&hmgardwoansumer]oans theCompanyhasnotexpenemedanyum:sualchangesintheamountaofnon

wuuﬂngloansmchazge-offs compam‘sloanportbhoinclndessmﬂlammmindealerﬂoorplanning
indirect consumer paper and lease financing. In addition, the Company does not maintain a credit card portfolio. The

mmmmmmmmemwmmmmmWamm

their consumer Joan portfolios.
The Company’s loan portfolio remains diverse. As of December 31, 1889, there were no concentrations exceeding ten

‘mde&Ammmmmumummmwammmmdmwm
whﬂueswmchwmﬂdwmamemwbesimﬂnlyaﬂmdbyohmgesmeomommwothmommms

COmpanycmnmaswsubsMbewmervativelendingphﬂosoplnes There are no foreign loans in the portfolio
mdtheCmnpanytymcanydoesmtﬁnmcemghb'hverageduansactmns(“}st”) Similarly, the Company generally
dechnestoﬂnmoespectﬂatweofﬁoebuﬂdmgoonstrwtmn As a result, the problems with loans to developing
countries (so called “LDC” loans), HLT loans and office building foreclosures affecting many financial institutions are
not & factor in the Company’s loan portfolio. Moreover, the amount of fixed rate mortgage loans maturing beyond one
yaarandcarryingmbelowcurremMmtmtesmmsgmﬂcant

mchmedmOtherAssewmmeComparw’ssmMmmmdcmdmmmmmmtsmﬂecﬁngmﬂesm
through foreclosures. The amounts as of December 31, 1889, 1988 and 1887 are as follows: $746,000; $883,000 and

$401, 000, respectively.

LIQUIDITY AND INTEREST RATE SENSITIVITY

qudnymtheCompany’saMMywmmnmﬁﬂMBmmesofm&mmaetanmqmmmems including
demand for new loans, deposit withdrawals and maturing liabilities. TheCompamma.na.gesbothratesensit:veassets
and liahilities, along with current and future liquidity requirements, through its Asset and Liability Management
.Committee (ALCO). The liquidity required to fund the needs of the Company’s customers arises from the conversion of
readily marketable assets to cash, the receipt of loan payments, and maturing earning assets. Liquidity from
lishilities is generated by “core deposit” growth. Core deposits do not require significant amounts of liquidity to
support the net short or immediate term demand of custorers. At December 31, 1889, “core deposits” represented 69%
of total deposits; at year end 1988 and 1987 the percentage was 74%. In addition, the Company has established lines of
credit with the Federal Reserve Bank, cumspondentbanks and other funding sources which further support and

enhance the liquidity position.

mterestratesensmwtyismlatedtoliqmdxtyinthateachmaffectadbymatunngassetsandsourcesoffunds
Interest rate sensitivity, however, also reflects the fact that certain types of assets and liabilities have rates which are
subpcttochangepnortomaturityBusmessbanshadtothepnmersteandvaﬁablemremoneymarketdeposxtsam
two examples of this. Mmagemmdmtesenmnwtymdmemkasmmdwnhchmgmgmstmashasbwm
increasingly important in recent years. Interest rate risk is theoretically eliminated when the rate of interest sensitive
assets to interest sensitive liabilities is 1:1. However, this model would have some degree of inaccuracy due to time

- lags, i.e., assets may reprice quicker than lisbilities or vice versa.

Managemﬂsobjwﬁwmmomﬂmimnmmmstmcomemdmmm”mmstraManbymasumgm
potential impact of changing market interest rates. Rate sensitivity is measured by gaps, i.e., the difference between
interest sensitive assets and interest sensitive liabilities within a specific time period. Apos1t1ve or negative gap
demonstrates the potential exposure to interest rate fluctuations. To the extent that the gap is close to zero, net
interest income is protected from substantial interest rate fluctuation for that time period. The Bank measures its
rate sensitivity in tims frames of 30 days, 80 days, 180 days, one year and one to five years. This analysis is critical,
in that in periods of changing rates, short-term interest rate positions have an immediate effect on earnings.

The Company completed 1989 with a positive gap, i.e., interest sensitive assets exceeded interest sensitive liabilities,
in almost all time horizons. ’I‘hefollowmgtableﬂlustratesthecompamr’s interest sensitivity gap as of Decemiber 31,
1989, 1988 and 1987.

0-30 0-90 0-180 - 0-3685° 1-5,

Days Days Days Days
Gap Gap Gap __.Gap Gap

(In Millions)
1989 $ 31 $ 12 " ($ 853) ’ $ 85 $673
1988 73 118 ‘ 58 139 574
1987 . 92 ' 83 55 178 . . 591
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Wmmm.wmwmmmmﬁmmmamas% )
dmmmmmmwmmm.mmmmmmmmmmm)
omsﬁtutaathaat&._%oftotalassatsphmthealhwameﬁrposaibhbanbsses.Thecompaxw’swta.lcapdtalomsists
mammm;te..mmwmmmmmmmmm@mm
mkonsubmﬂinatadda‘bttosuppm-toapital.Thecdmpaxv'sshmholdém’equity,inoreasedbwsso.zmimanorls.s%

from December 31, 1887 to December 31, 1088 and by $31.7 million or 16.3% from December 31, 1988 to December 31,

1689. The Company’s primary capital ratio was 6.62% at December 31, 1985, 8.31% at December 31, 1986, 6.21% at
December 31, 1287, 6.19% at December 31, 1988 and 6.58% at December 31, 1989.

Bank regulatars have issued risk-based guidslines which suppie: ent the existing definitions of capital
mmmmmmnmmmmmmmwmmammm-wmm
iburrisk-waﬁghﬁngsmquunabanldngmsﬁtuﬁmsmmamm.aMmumraiboftpmmmmwﬁak-weighwd

mmmmm—mmmm,mnmwmdmmmm

mmmmhmmmmmnmmwmmmmmmmm”
banking organization to conform during weotoeithertheexisﬁng-minimums.s%ame.O%mﬁosotpﬁmaxyand

mmmmaMIWM(mMﬁMtwmmmaﬁmmmmmm
.81, 1992)totota1assets:ratioof3%commencingih11990.Underthes‘eguidelin_es,institutionsoperatingatthss%
mimmumareexpectedtohawéwelldiversiﬂedriskpmﬁ]e‘s,including’hounduaintarest:rateﬁsk,excellentasaet
Mmh.Mtymmm.mMMW'mmmdmmu .
expected to maintain Tier I capital levels sbove minirmum.

]




BEIECTED STATISTICAL INFORMATION

mmmmammmnmmmmmmmmmmmmﬁmmhmcompwsmmm
Financial Statements, the notes relating thereto, and“ManagmnentsDisousaionandAnalysisdﬁnanmalOomdmon
and Results of Operations”, each of which is presented elsewhere herein.

Investment Securities
mblhﬁnghﬂemmmebookvdmdmecompWammwmudDeomm for each of
the last three years:

_ 1989 . 1088 1987
: “ (In Thousands)

US. Treasury Securities.............. eeateeennes yesieecsasenaeienrone $ 60,381 @§ 84,820 $ 93,853
Obligations of U.8. Government Agencies............ T Grsersees 174,946 146,754 107,937
Obligations of States and Political Subdivisions...... P weaeraeiens 183,505 134,527 118,132
Other Securities (Principally Corporate Taxable Bonds) ...... P _ 20,857 34,833 88,043
Lo =21 R $448.689 $400734 $388,885

In management's opinion theCompanv’sinvastmeMsacuﬁtiesportﬂohoisdimsiﬂed At December 31, 1989, book

andmarketvalueswerewithm 1% 6f each other. There were no material sales out of the investment portfolio for the
three year period ended December 31, 1889. The securities in the portfalio are usually held to maturity or call. Based
upon analysis of the portfolio, managementdoesnotexpectmmmywldstobematanallydiffemntthmm
average yields.

Fbrmfoxmahonmgaxdmgthemarketvaluesofsuchseouﬂnesasofneomberax 19893nd 1988, see Note 3 of the
Notes to Consolidated Financial Statements.
MatuﬂﬁesandAverlgeWelghteineldsofiInvestmentWo

mmmmmmmmmmmmmmmmm(mdmmmdm
stated yields to maturity, considering applicable premium or discount), on a fully taxable equivalent basis (assuming
334%deera1meometaxra.te),ofthemvestmentseomlesheldbythecompanyaaofDeoemberal 1089:

After1 After &
Year but Years but
Within Within & Within 10 After 10
: (Dollars In Thousands)
U.S. Treasury Securities: : _ v
Book Value. ....... PN hemaes e $ 488156 $22070 $ ~ O 8 496 § 69,381
Yield......ooiiiiii it e nesaes 7.79% 8.39% 8.27% 7.98%
Obligations of U.S. Gavemment Agemnes ' '
BooKVAIUB. . .....ccovvivneninnsnnn Geieenaas 70,290 54,820 O 49,736 174,946
D4 1= - O R 8.57% 8.51% 9.44% 8.80%
Obligations of States and Political Subdivisions: : .
BooK ValUe. .« v cvveieeeeinrnomcverscransnans 133,431 42,242 7,832 0 183,505
Yield.....ooviinivii i e a e 9.40% 9.19% 9.55% 9.35%
Other Securities .
Book Value..... M b eededetesieeneienvebonenn 5,209 14,993 845 10 20,857
Yield..............c0vnenen feeeesenecssneas : 7.75% 7.72% 5.50% 5.50% _ 7.31%
Total Book VAlue .........coveveivenroenenvaanas $255,745 $134,225 $ 8,477 $ 50,242 $448,689
Total Yield. . .....c.oviiinnrsniretoiooonsoinss 8.84% 8.62% 9.25% 9.42% 8.83%
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1989 , - 1988 1987 - 1986 1985
S . . : (In Thousands)

Commercial and Industrial. .. ......... .- § 580,000 $ 510,259 $ 485,822 § 354,058 § 273,830
Real Es!ate—Mortgage. cesmeasne P 1,785,800 1,87_0,037 1,349,983 972,800 619,502
Real Estate—Construction ........ Ceeeae 285,755 273,529 ) 188,044 106,089 63,278
Consumer............. feesstantencasa 182,417 - 154,832 180,606 164,188 149,085
¢ P rereean 133,724 142,522 157,893 177,235 171,311
Other.................... eedencenesss 13,769 17,838 12,854 13,383 13,490
Totalloans..............ccovevunn.. 2,981,485 2,769,017 2,335,802 . 1,787,731 1,290,496
Less: Unearned Income . . . ............ (15,429) (11,992) (11,384) (7,848) - (6,080)
Loan Losses......... Seerseens - (381,883) (29,112) (23,810) (17,874) (14,224)
Netloans ................... PR $2,934,353 $2,727,913 $2,300,808 $1,762,000 $1,270,212

Maturities and Loans Sensitive to Changes in Interest Rates

mwmmmmmwmumma m&smﬁaxmsofmazuﬁtyandintemst
rate sensitivity:

Within 1 1t05 After
' | _ (In Thousands) _

Commercial and Industrial. ............................ +-er-+  $332,834 $102,200 $54,876 $580,000
Real Estate—Construction . ..............cceveeennnoniiniins 166,317 _ 108,426 _ 10,012 285,755

Total........... et Rrreessecesenaeaioe.. $490,151  $301,716  $64,888 $885,755
Loan with Fixed Rates . ........... rtenees el $ 35979 § 5,788
Loans with AdjustableRates ....................... ireeeaan 265,737 59,100

Total........ e i, e, even $301,716 $64,888

For further information regarding interest rate sensitivify, see “Management’s Discussion and Analysis of Financial
Condition and Results onperat’ions-Liquidity and Interest Rate Sensitivity” Refer to page45.

Deposits _ .
Meaveragbamountsofvaﬁoustypesofdemsimﬁn'ewhofmemmeywsendedmoemberal._masbnomz
: ‘ 1989 1988 . _ 1087
Demand deposits. . . . . tseeirracseenas Ceeaes Geteieaantaaasenns iese. B 875,814 $ 813,307 $ 735,681
Savings deposits ............ et et e n e e seeeeae. - 1,824,610 1,330,050 1,151,368
Timedeposits. ............... ettt et e e et Sevasne 1,025,211 801,829 548,399
Foreign Time Deposits . . .............ouiruueennnnniii 00" _ 458 . 3301 = 3,447
Total.......ooiiiiininnnnnnnnnn., PP eseesiciesaase.. $3,230,144 $2,948,577 $2,439,803

As of December 31, 1989, theaggregateamduptofmxtstandingtimecertiﬂcatesofdeposit issued in amoéunts of
$100,000 or mare, broken down by time remaining to maturity, was as follows: o

(In Thousands)
Onroe MOMLKB O 1868, ... ..ottt $458,207
Over three months through BX MONhS . ....................... . ........ . . 17 22,180
Over six months through twelve mOnths ..................o.ienani, .l LT 2,609
Over twelve months. . ., . PR DR MR 1,192

TOtRL e $484,168




ghort Term Borrowings
Short- barrowi incliaded the following:
. December 31,
1989 1988 1087

. (i1 Thousands)
BalanceatYear-End................... et eseeiaeaie sy eree.  $ 83,7726 $180,409 $159,854
Average Rate at Year-End ........... et et eereeeta et eeereraenes _ 8.00% 8.81% 8.93%
Maximum Amount Outstanding atany MonthEnd ............cccveunennns $271,307 $180,409 $159,854
Average Amount Outstanding During Year ............... PR $140,406 § 99,6256 $ 72,028
AvarageRateDuﬁngYear ............................................. . 9.37% 7.87% 8.80%
SacuntlesSoldUndex-AgreememstoRepm'chase , v
Balanceat Year-Enmd. .. ... ... iiiiiiiiii i it ittt i e ettt naeaan. $ 00,322 § 87,685 § 77,688
AverageRateatYear-End ...... ... ..ciiitiiiiiiriiiennnns eeesennenas 7.97% 8.02% 8.95%
MaxxmumAmountOutstandmgathmthEnd $109,082 $108,031 $ 94,185
AverageAmountOutsta.ndngunng%ar...,,»....;. ...... seserieasiia...  $ 99,632 $ B4,418 § 82,0381

Average Rate DUTINZ YeAT . ... .. iceeiiiiiiiiieniinnersnnnonacisnnnnees 8.58% 7.04% 6.14%
Averageamountssetfonhabovemprimaﬁlydai]yavemses. ‘ :




SECURITIES AND EXCHANGE COMMISSION
: Washington, D.C. 20549 o

FORM 10-K

(Mark One) A '

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934 (FEE REQUIRED) for the fisoal
year ended December 31, 1089 :

: or
[ 1TRANBITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGEACTOF;DM (NO FEE REQUIRED) :

COMMISSION FILE NO. 83-25082

NATIONAL COMMUNITY BANKS, INC.
(Exact name of Registrant as specified in its charter)
(State or other jurisdiction of 22-2910527
incorporation or organization) (1.R.8. Employer Identification No.)
Maywood, New Jersey 07607
, . (201)845-1000
(Address and te]ephpne number, including area code, of
" Registrant’s principal executive office)

Securities registered pursuant to Section 12(b) of the Act: None
Securities registered pursuant to Section 12(g) of the Act:

7 . Nameqfeachexcha;ngeon
Titleof_eathla.ss o whmhregmtemd

IndicatebycheckmarkwhethertheRegis‘trant(l)hasﬂledan,mpm'tsmquimdtobeﬁledbySection 13 or 15(d) of
theSeouﬁtjésExchangeActof19347duﬁngthepmedjngizmmths(mfm-suchshmpaﬁodtmmenegi8tmm
wasreqxﬁradtoﬂlesuchﬁports),and(z)hasbaensubjecttosuchmingrequimmentsﬂarthspastsodays;

Yes X - No

meagmtemukmmd-thevdmg‘smckmmby'nm-mathemmmm. as of January 31, 1890 (net of
aha.resheldbytheofﬁpersanddﬂedtmoftheRegiMmdnetofshgmsheMbytheTrustDepartmemafNatimm
Community Bank of New Jersey)*, was approximately $226,649,585. .
"I'heRegisti‘amdoe_sno_tadmitbyvirtueofthefoi'egoingthat:itsofﬁoem.anddirectorsa.m“a.fﬂliaxes”a.nddoesnot

admit that it controls the shares of its stock held by the Trust Department of its bank subsidiary. '

Shares Outstanding on.January 31, 1880 .
Common Btock, $2.00 par value— 10,451,860 shares

Portions of the Company’s lssemukpm'm&mmmmmemmawdbyrefemnoeintohrwl,nandw
mmdmmwstdmmmmswmmmmmdmdm

‘o be held April 24, 1990 are incarparated by reference into Part III. : A -
This Annual Report and Form IGKmoorporatemasmgledocumemanmatennJNqujmdbytheSecunﬁesand .
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I"ormlo-KCrossReferenoeIndax

ltem1 Business _ v 52-55
Item 3. .Legal Proceedings ' - ' e .. 85
Item 4. _Submission of Matters to a Vote of Security Holders Not Applicable
PartII -
Item 5. egistrant’s Common Equi Matters = 35
Item 6. Selected Financial Data ) 35
Item7. Wsmmmdmmmmmdomm  36-48
Item 8. _Financial Statements and Supplementary Data _ ,
Consolidated Statements of Condition — Deoemheral 1989a.nd1988 v ) 22
Consolidated Statements of Inoome — Years Ended December 31, 1989, 1988, and 1987 23
ConsolidatedStatementsofChangesinShueholders Equity — Years ended Decéinber ' '
31, 1989, 1988 and 1987 3 24
Consalidated Statements of Cash Flows — Years Ended December 31, 1989, 1888 and 1087 25
Notes to Consolidated Financial Statements =~~~ 26-33
Report of Independent Public Accountants ~ N 34
. SelectedQuartarlyFinanoialData R - ¢
Item 9, ChangesmandesagreementswuhAooountamsonAowuntingandhmncml
o Not Applicable
Part INT R ] _
Item 10. Directors and Executive Officers of the Registrant - o
Item 11. Executive Compensation ' - . *
Item 12. Security Ownership of Certain Beneficial Owners and Management .
Ttem 13, CertainRelatmnshipsandRedemnsachons . e
PartIV ' -
tem 14. Exhibits, Fma.ncmlStatementSchedu.lesandReportsonForms-K

(aX1) Financial Stateinents—See Item 8-above.
(2) Financial Staterhent Schedules
Anschedulesmtheconsohdatedﬂnancialatatementsno:manyreqmmdbym
10-Kmmmttedsinoetheyamezthernotappﬁoableorthemquiredmfmmahmm
shown in the financial statements or the notes thereto.
(3) Exhibits
31— Cmnpanw’sRestatedCemﬂeateoﬂncm'poraﬁonminoorporatedby
reference to Exhibit 3.1 of the Company’s Registration Statement on Form
8-4 (No. 33-25082) filed with the Comrnission on December 12, 1988 (the
us_4n)

3.2~ 'I'heCompa.nysBy-Laws.asamended

10.1 — The Company’s Long-Term Stock Incentive Plan.

10.2 — Preservation of Benefits Plan of National Community Bank of New Jersey»
(the “Bank”) is incorporated by reference to Exhibit 10.2 of the S-4.

10.3 — The Bank’s Annual Incentive Plan is incorporated by reference to Exhibit
10.1 of the S84.

22.1 — Bubsidiaries of the C

241 — ConsentofArthurAndgr_sen&Qo.

25.1 — Power ofattorney.

®) NoreportsoanrmS-KwereﬂledbytheCompanvdunngthefourthqum'terof
1089.

Shareholders may obtain a copy of any Exhibit, Item 14(aX3), none of which are contained herein, upon payment of
a reasonable fee, by writing National Commumty Banks, Inc., Office of the Secretary, 113 West Essex Street,
Maywood, New Jersey 07607.

‘Theinformatxonreqmmdbylbems 10 through wmmwrporatedbyrefmnoetothecompany’sNohceofAnnual
Meeting and Proxy Statement for the 1990annualmeetmgofshareholderswhmhtheCompanymtendstoﬂlew1th
theSecmtxesandExchaxgeCommsslonpursuameegulatmnmA
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BUSINESS
‘ GENERAL _
Wcmmmwam,m.(m"‘mmwjmamwamgmmwhmnmmmmm
Jersey in 1988. :

Pm@haﬂmdmmmhuﬁwmhmwwmmammmofm&mm
GmnmunityBankofNewJersey(the"Bank")qndodnsummatedonMuuyzs, 1989, the Company became the
parémoompamoftheBank(the“Rem‘ganizaxiqm").TheBank.intmv. p:‘es_ently'is'thesolebankingsubsidiaryof
the Company: _ '

mwmmmwmuam«m.mmmmmmmm

The principal source of operating fundsfortheOOmpanyisdivideﬁdsprovmedbytheBank.TheCompany’s ‘
expenses consist primarily of expenses.DividendspaidtotheCompany'sshmholdmm.ingemral,
thajnedﬁnmthedividendsdeclamda;ndpaidtothecompanybytha‘Bank. :

'THE BANK

TheBankmqrgammasanaﬁcpubmhngusocmﬁohﬁnderthehmdtheUﬁnadStaxes.TheBank'trwesits
aMoedentsto'theyear‘mgsasRutherﬁn-dNaﬂonal Bank. In 1955, after the acquisition of assets from

Bank employed a; y 2,200 persons

Hudson, Meroer, Middlesex, Monmouth,'Morris, Ocean, Passaic, Sussex and Warren. As ofbeoen;ber 81, 1989, the
Commercial Bank Services '

management, collection, wire transfer, night itory, X
carrespondent banking services which include check clearing, loan participations, loan servicing and federal

C . Banking
'I'heBa‘nkalsooffersabroadrangeOfOOMu;nerbanln'ngaérvioes.inchldingcheckingacommt‘s,savingsaooounta.
NOW accounts, money market accounts, consumer certificates of deposit, secured and unsecured loans, consumer
installmentloans,mqrtgageloa.ns,safedepositservicesa;nd traveler’s checks.

network. The Bank’s participation in this system enables itséﬁstomerstohavecomniemMess’totheiraocounts
a.ndaJlowstheBanktobmaden'itamarketarea; ‘ :

agmemema.MéBmkaAmpmmsmummageurﬁmmimcusmmmmmughatmmm




Trust Services
Am@ydmmmmmmmemmghmemmmmpmm.mmmmmm
mmwmm,mammymmwmmm It also

mumm,mm.m_m-mmmmmmm.

mmgsmdbmuswmﬁm.m@ndwhchmwbsmmmwmmmmeBmkatga@mmgﬂrms,

mmmmyemmeﬂnmdnmmmmdmuyhasexpermnoedmpdexpmmubarnmwomnpemmmmm

CompeﬁﬁonfuzrtheBankisnothmitedtoﬂnancialinstitutiombuedinNew.Iersey:A.numb‘er of large out-of-state
andforeignbanks,bmkhohhgcmnpmiesmdqtherﬂﬁmghl%itutbnsﬂmadvha%mestabﬁshedmuket :
presence in the State. Many of the financial institutions operating in New Jarsey engage in local, regional, national

REGULATION AND SUPERVISION

mmmammmmmmdm-ﬁmmmgwmwmw,u
amended (the “Act”). Itmsubjectwmamgistmﬁm:mqmmmenhmedmdermeAmbytheBoudomeemms
of the Federal Reserve System (“Federal Reserve Board”). ,

TheBankisanationalbanksubjecttothemgfulationmdsuperﬁsionof;a.ndregula.rexaminationby,the
mmmmwmmw(“&mmmmmmwmgmaﬁmammmmmtmsmm
(“FDIC”) and the Federal Reserve Board. :

Bankhd&ngompamesmdmsmutenﬁwlymmﬂmdmmmmudmetmspecﬁwmmsm

under both federal and state law: i mquirements,openingofnewbramhfaciﬁties.themaldngofloansand
investments, maintenance of reserves , consumer protection and other matter’s are the primary business activities

subject to extensive regulation. Any‘changemappﬁcablelawsormguhﬁonsmayhaveafma:miaieffectonthe
business of the Company and the Bank. » :

Inaddition,abmkmmmgwmpanyisgenaanypmmmtedfmmengagingmoraomnﬁngdmmamdhect
eontmlpfvotingshar'esd'aqveompanyengagvedihnom ing activities unless the Federal Reserve Board deems
) suchactivitiestobesocloselymlatedtobankiﬁgormanagingoro@tmmngbanksastobeapmperiﬁcidemtherem.

The‘Bank,asasubsidimofabankoompany,issubjecttocertaianderalReserveAct.msu'ictiOnsqnits

MBMMMtumacﬁmswuhtheCompammdaxwmhersﬁbsidiWSOfmeCmpany

Approval of the Comptroller is required for branching of national banks, purchasing the assets of other banks a.nd
ﬁorbankmerge’rsinwhichthecontinmngbanki_sanatiomlbmk.




Acquisitions—Interstate Banking _ ’
dimmmmmmm.mmmmMJmmamwmmsm .
mxthm'izsdbythalaw'softheSta_teinwhichthebanktobeapquhwedisloeated,NewJers'eybankingorganizaﬁmsm
mmmdwmmmmmmwmmgmmmmmm:taemmummmm
Nememybanklngm'ganizauonstoaoquirebamnng 7ar in that state on substantially the same terms and

Atthemmﬁmemmgemmdthecompanyhummmmwmgagemmwmtatetrmssctm
Capital Guidelines

mmmmﬂmgmmmmmmsmmmmmmofﬁnm
0unditiona.ndRes1j11ts0fOpemﬁons.”Refertbp&ge46; _ .

FIRREA
Enacted on August 9, 1089, FIRREA restructured the regulation, supervision and deposit insurance of savings
nsodahmswhosadepom“mbrmer]ymsumdbymem&, and Loan Insurance ion (“FSLIC”),

established for banks. FmREAmandatesmincmasemtheannualmmmnoeassessmammhybanksﬁman
of1 pemertofabank’aassessmembase(gsdeﬂmd).effecﬁvethmughDeeemberSL 19889, to .12% for 1990 and .15%
thereafter, subjeottopossibleannua.lincrea.sesofupto.ms%peryaumaertamcixvumstanoes,withamaximum
rateof.azs%.MSassessmemrmmlmarmmtheratemvﬁdedfmSAmwmsﬁmﬁm_,WMchh .208%
through December 31, 1990, .23% in 1981 through 1993, .18% in 1994 through 1897, and .15% thereafter, subject to
annual increases commencing in 1995 ofuptoo_ﬂs%peryearinoerta.inci;'cumstanpeswixhamaximumratenf
.325%. . ‘

Umm,mmmeompmesmaywquimtmmmmmmwmhmmﬁmngmwm
mmmdmhmmmmmmmmmwmmammmmmmm
mmmmdmmmmmwmmimmtmmmmsmmwmtm

holdingemnpa.qv.Ea.chsmhbmhngmsﬁhmmmustreimbmememlcmramlqssmthemmaﬁsmgﬁm
the failure of or assistance to such a commenly-controlled banking institution. FIRREA expands the enforcement
mavmwfmmgm,mmgmmﬂmwwmmmmmm.
expandingthepemqnsdeaﬁngwithabankwhomsubjecttoenfmvmemacﬁon,andincreas'ingthepote_ntia.lcivil

per;altxes 7
Dividend Restrictions
Therea.reanumbarofstatutoryandregulatmquuiﬁinentsapphcabletothepaymemofdwxdendsbybanks
and bank companies. As a national aast?cia_tim,t‘heBanklsreqmredbydeemllawtoobtainthe

oftheBa.nkinanyoneYea,rexeeedsthe'totaloftheBank’anetmoﬁts(asdaﬁmd)ﬁ:rthatyeafandtheratamednet
pmﬂts(asdeﬂmd)forthepmedmgtwoyeam,besawmquimdtr&ngfemwsurplus.TheComptmllerhasthe
Mhmitytopmmmtnaﬁonalhankaﬁmengagingmunsqundorunsafepmcﬁces. It is possible that the Comptroller
mmmmmdmﬁmmmmmmmm@mmmu
meemm.mmmm,mmmmmwwmcmmmmmdemm
by the Federal Reserve, including capital restrictions, whichoouldlimittheé,moumafdividendspaidbytheBankor
MpamSee‘NotalzoftheNotestoConsolideMncialStatemems. _

Beourities and Exchange Commission - .

'I’hestockoftheCompa.rwismgisteradwﬁhtMSwuﬁﬁesandExchmgeCommissim(“SEC”)undermeSecmiﬁes
Exchange Act of 1934 (the “1934 Act”). As a result of such registration, the Company and its officers, directors and
majqrsl;areholdersareobﬁgatedtoﬂlecertainrepm'tswiththeSEC. Furthezmom,theCOmpanyissubjecttopmxy
and tender offer rules promulgated pursuant to the 1934 Act. : :




Governmental Policies

The earnings of the Bank (and, therefore, ofthecmnpazw)maffeetednotanlybydmesﬁoandbreigneoonomic
conditions, but also by the monetary and fiscal policies of the United States and its agencies (particularly the Federal
Reserve Board), foreign governments and other official agencies. The Federal Resaerve Board can and does implement
national monetary policies, such as the curbing of inflation and combatting of reoession, by its open market
operations in United States Government securities, control of the discount rate applicable to borrowings of its member
banks, and the establishment of reserve requirements against mexber bank déposits and certain liabilities of member
bank affilliates (including the Bank). The actions of the Fedeiral Reserve Board influence the growth of bank loans,
mveatmemsanddeposmsmdaboaﬁectmstrazeschargedmmsmpmdmdemms Thenatm'eandimpactof
future changes in monetary and fiscal policies are not predictahle.

mmmmmmmmmmummmmmmmmmugmmm
before various bank regulatory authorities which would alter the powers of, and restrictions on, different types of
mmswgmmﬁmsmdwmchwmmmnmanoﬂhemsﬁngmgmmfrmmkfwbmks bank
companies and other financial institutions. It is impossible to predict whether any of the proposals will be
adopted and the impact, ﬁa.mrofsuchadoptiononthehummasoftheBmkm'thsCompa.ny

The official address of the Baiik is 24 Park Aveniie, Rutherford, New Jersey; apropertywhmhisownedbytheBank
A full service banking offlice is also located at this address.

Theadmmstmﬁwmdpnnﬁpdoper&mnﬂofﬁoesoftheBankwdma%mpmmbmtedat113WestEssax
Street, Maywood, New Jersey. The Bank’s personnel office is located at 174 Essex Street, Lodi, New Jersey. All of these
properties are owned by the Bank.

The Bank occupies 124add1tionalpropert1es,ofwhmh76areowned(mcludmguonlaasedla.nd)a.nd48aré
leased. Theownedpropertlesmfreeandclearofallmortgages. The]sasedpropertias(with 11 land leases) required
$4,549,000 in rentsl payments in 1989.

LEGAL PROCEEDINGS

Thareaxenoslgmﬁcampendmglegalpmoeedingsinvolwngthe ¢ ortheBa.nkothertha.nthosemsingam
of routine operations. Managementdoesnotant:cipa&ethattheultzmabehahhtxﬂa.nyansmgm:.tofsuchhtigaﬁon '
mnhaveamamna.leffectontheﬂnanclaloondmonoftheCompam/andtheBankonaconsohdmdbasm
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| SIGNATURES

Pursuant to the requiréments of S8ection 13
or 15(d) of the Securities Exchange Act of
1934, the registrant has duly caused this
mporttobeaxgnedanitshehalfbythe
undersigned, thereunto duly authorized,
on the 18th day of March 1880.

ROBERT M. KOSSICK

Robert M. Kossick

Pursuant to the requireinents of the
Becurities Exchange Act of 1934, this
report has been signed on the 16th day

of March, 1880, by the following persons
on behalf of the registrant and in the

.eapamtxesmdicated

ANTHONY J. FRANCHINA

Anthony J. Franchina
Executive Vice President and Treasurer
Chief Financial and Accounting Officer

The Directors of National Community
Banks, Inc. listed below have duly executed
powersot‘attnrneyempoweringAnthonyJ
Franchina to sign this document on their
behalf:.

Katharine L. Auchincloss
‘Henry P. Becton
George 8. Callas
Fairleigh 8. Dickinson, Jr.
Alvan B. Fehn
Raymond V. Gilmartin

- Frank W. Hamilton, Jr.

Theodore F. Holbert
Keénneth J. Holck
Robert M. Kossick (Chief Exacutive Officer)

- John Jay Mangini

Joseph L. Muscarelle, Jr.
James Peters
Horace C. Ramsperger
Lambert A. Rose

Paul Schmidt
Emil W Solimine
John J. Sullivan

ANTHONY J FRANCHINA

' Anthoxw.l.f"ranch’ina

-in-Fact
March 16, 1890
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SERVING TWELVE COUNTIES
THROUGHOUT NEW JERSEY

ATLANTIC COUNTY

"Atlantic City

Atlantic & Arkansas Avenues
(609) 345-8272

Brigantine
4115 Bayshore Avenue
(609) 266-2100

Linwood.*
Maple Avenue & New Road
(609) 927-9191

‘Mays Landing
One Route 50
(609) 625-9152

Northfield ~
Mainland Plaza
501 Tilton Road
(609) 845-3200

Somers Point

New Road & Rhode Island Avenue
(609) 653—8200

BERGEN COUNTY

Carlstadt

. 321 Hackensack Street -

(201) 845-1271

650 Washington Avenue
(201) 845-1207

East Rutherford

Hackensack Street & Paterson
Plank Road

(201) B45-1275

Edgewater
725 River Road
(201) 845-1835

Elmwood Park '
Market Street & Van Riper
Avenue

(201) 845-1382

Englewood * :
50 Grand Avenue
(201) 845-1910

Fair Lawn * '
Fair Lawn Avenue & River Road
(201) 845-1135

I}rancll Llstinn

Broadway & 27th Street
(201) 845-1232

Fair Lawn Ave. at R.R.(Radburn)
(201) 845-1436 .

Saddle River Road & Px?o_spect
Avenue
(201) 845-1237

Garfield
136 Passaic Street
(201) 845-1145

Main & Atlantic Streets
(201) 845-1612

505 Main Street
(201) 845-1577

Lodi

Essex Street Office
370 Essex Street
(201) 845-1191

Lyndhurst

Ridge Road & Valley Brook
Avenue

(201) 845 1321

Stuyvesant & Park Avenues
(201) 845-1372

51 Polito Avenue
(201) 845-1178

Midland Park
129 Godwin Avenue
(201) 845-1513

North Arlington -
23 Ridge Road
(201) 845-1120

Ridge Road & Bergen Avenue
(201) 845-1474

North Hackensack
505 Main Street
(201) 845-1576

Norwood
588 Broadway
(201) 845-1867

Oakland

345 Ramapo Valley Road
(201) 845-1519

* Regional Headquarters
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Oradell -
208 Kinderkamack Roas
(201) 845-1953

Ridgefield -
Broad Avenue at Traffic Circle
(201) 845-1110 :

504 Bergen Boulevard
(201) 845-1217

Ridgewood *
25 West Ridgewood Avenue
(201) 845-1360

67 Godwin Avenue
(201) 845-1580

Rutherford *
24 Park Avenue
(201) 845-1025

19 Ames Avenue
(201) 845-1025

Union Avenue & Wells Place
(201) 845-1423

Saddle Brook :
289 Market Street
(201) 845-8655

South Hackensack
600 Huyler Street
(201) 845-1870

Teaneck
170 The Plaza

" (201) 845-1055

205 Cedar Lane
(201) 845-1184

Wallington
Main & Halstead Avenue
(201) 845-1171

Paterson & Mt. Pleasant Avenues

(201) 845-1477
ESSEX COUNTY

. Fairfield

387 Paasaic Avenue
(201) 882-9604

Millburn ‘
281 Millburn Avenue
(201) 376-8717

* Regional Headquarters

Roseland L
28 Eisenhower Parkway
(201) 403-0157

Verona
30 Pompton Avenue
(201) 857-8833

West Caldwell
655 Passaioc Avenue
(201) 227-2765

HUDSON COUNTY

Jersey City
2 Journal Squ
(201) 859-8112

11 Kearny Avenue
(201) 991-6663

242 Kearny Avenue
(201) 997-1788.

Secaucus
1 Harmon Plaza
(201) 845-16880

333 Meadowlands Parkway
(201) 845-1728

450 Plaza Drive
(201) 845-1482

' 700 Plaza Drive

(201) 845-1665

Mall at Mill Creek, Rte. 3
(201) 845-1935

Union City
Kennedy Center
3185 Kennedy Boulevard

(201) 845-1905

Weehawken

1200 Harbor Blvd.
(201) 845-1878
MERCER COUNTY

Ewing

- 1660 N. Olden Avenue

(609) 530-9653

Hamilton
411 Route 33
(609) 890-7447

|
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Princeton
3535 Route 1
(609) 734-9201

Trenton *
2286 S. Broad Street
(609) 392-3300

MIDDLESEX COUNTY

Edison *
Durham Center
(201) 2874111

Raritan Plaza 1
(201) 225-7926

Metuchen
475 Main Street
(201) 806-3535

New Brunswick
387 George Street
(201) 249-9771

Old Bridge

Browntown Shopping Center
Route 518

(201) 879-1300

Plainshoro
(Princeton)
Forrestal Village
Gatehouse

(609) 987-8809 .

Woodbridge
481 Blair Road
(201) 815-9780

MONMOUTH COUNTY

Bradley Beach
500 Main Street
(201) 774-5300

Freehold ,
61 W. Main Street
(201) 577-0800

Long Branch
112 Brighton Avenue
(201) 571-1800

Shrewsbury
1150 Broad Street
(201) 542-8980

Spring Lake

Third Avenue & Washington
Avenue

(201) 440-0888

Wall Township

(201) 93&9090

Rouite 35 & Lakewood Road *
(201) 528-9100

Route 138 & New Bedford Road

(201) 681-01123
MORRIS COUNTY

Boonton
100 Monroe Street
(20 1) 335-8220

Dover
1E. Clinton Street
(201) 366-2000

East Hanover
Ridgedale & Garfield Avenues
(201) 386-0100

Florham Park
77 Hanover Road
(201) 966-6131

Jefferson Township
Lakeside Shopping Center
(201) 683-0010

Mount Freedom
Sussex Turnpike & Millbrook

_Avenue

(201) 895-3666

Parsipp
1719A Route 10
(201) 285-1840

Randolph
Route 10 at Dover Chester Road
(201) 366-3510

‘Riverdale

20 Hamburg Turnpike

(201) 838-2000

Rockaway Townshi
18 Green Pond Roadp
(201) 625-46486

* Regional Headquarters
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Roxbury -
1250 Route 48
(201) 927-5880

Stirling/Passaic
1300 Valley Road
(201) 647-5000

Victory Gardens
308 S. Salem Street
(201) 366-7423

‘Wharton

20 N. Main Street
(201) 366-6800

OCEAN COUNTY

Lakewood
75 E. Kennedy Boulevard
(201) 370-8020

Toms River
24 Main Street
(201) 349-8690

PASSAIC COUNTY
Clifton

963 Van Houten Avenue
(201) 365-4088

Haledon
438 Haledon Avenue

. (201) 956-1946

Pompton Lakes
- 413 Wanadque Avenue

(201) 845-1880

Totowa
999 Riverview Drive
(201) 845-1947

SUSSEX COUNTY

Andover Township
241 Newton-Sparta Road
(201) 383-3434

Franklin
300 Route 23
(201) 827-9181

Hampton Township *
120 Hampton House Road
(201) 383-8434

—~

i

/
{
'

* Regional Headquarters

l'Io-‘gt::'.gl:lShc’ppe ' ing Cente
Tri-State g Center
(201) 293-3438

Sparta
Theatre Shopping Center
(201) 729-8101

Sussex
59 Main Street

' (201) 875-5121

Vernon
Routes 94 & 515
(201) 7644077

Wantage Township
Route 565 & Route 23
(201) 875-5121

WARREN COUNTY
Hackettstown

124 Maple Avenue ¢
(201) 852-2770
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Corporate Information

Headquarters

National Community Banks, Inc.
113 West Essex Street
Maywood, New Jersey 07607
201-845-1000

Dividend Reinvestment and Stock Purchase Plan
For the convenience of its shareholders, National Com-
munity Banks, Inc. offers a Dividend Reinvestment and
Stock Purchase Plan. Through the plan, shareholders
may have their quarterly dividends automatically
reinvested in additional common shares without bro-
kerage fees, commissions or service charges. Addition-
ally, both current shareholders and non-shareholders
may participate in a stock purchase plan either
through periodic payments or automatic charge to
their National Community Bank account.

Shareholders may join the plan any time and may also
withdraw at their discretion. If you are not a partici-

- pant and would like to receive a prospectus which fully

describes the plan,visit your local branch or write to:
Anthony J. Franchina, Executive Vice President and
Treasurer, _

National Community Banks, Inc. 113 West Essex St.,
Maywood, New Jersey 07607.

Corporate Contacts

Financial

Anthony J. Franchina

Executive Vice President and Treasurer
201-845-1250

News Média

Arthur C. Ramirez
First Senior Vice President
201-845-1340

Stock Exchange Listing
NASDAQ Over-the-Counter
National Market System
STOCK SYMBOL: NCBR

Transfer Agent and
Registrar

The Chase Manhattan
Bank, N.A.

1 New York Plaza
New York, N.Y. 10031

Market Makers

The following companies
are Market Makers: Bear
Stearns & Co.; Dean Witter
Reynolds, Inc Howard,
Weil, La Bomsse, Keefe,
Bruyette & Woods, Inc.;
Merrill Lynch, Pierce, Fen-
ner; Ryan Beck & Co., Inc.;
Shea.rson Lehman Hutton
Inc..

Annual Meeting

The Annual Meeting of
Shareholders of National
Community Banks, Inc.
will be held on Tuesday,
Apr11 24,1990, at 2:30 pm.
in the Sheraton
Meadowlands Hotel,
Sheraton Plaza Drive, Two
Meadowlands Plaza, East
Rutherford, New Jersey.
Shareholders are cordially
invited to attend.
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